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1 BE IT REMEMBERED that an Open Meeting was held at

2 the Arizona Corporation Commission, 1200 West Washington

3 Street, Phoenix, Arizona, commencing a t 10:00 a.m. o n the

4 26th day of August, 2009.

5

6 BEFORE :

7

8

KRISTIN K . MAYES, Chairman
GARY PIERCE, Commissioner
PAUL NEWMAN, Commissioner
SANDRA D. KENNEDY, Commissioner
BOB STUMP, Commissioner

9 SHAYLIN A. BERNAL, Secretary

10

11 IN ATTENDANCE FOR AGENDA ITEM NO. U-22

12 For Arizona Corporation Commission:

13 MS |
MR.
IVIR.

JANICE ALWARD
RAY WILLIAMSON
STEVE OLEA14

15 For Arizona Public Service Company:

16 MS 9
MR.
MS |

DEBORAH R. SCOTT
EVAN A. MAHRER
BARBARA LOCKWOOD17

18 For Sun Run, Inc.:

19 MR |
MR.

JAY IVIOYES
STEVE WENE

20

21

22
KATE E, BAUIVIGARTH, RPR
Car tiffed Reporter
Cer tificate No. 50582

23

24

25
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(10:55 a.m.)

2

3 CHMN. IVIAYES: I have a bunch of public comments

4 from folks, so I thought what I would do is you know, I

5 don't; know what we will do because I know folks want to

6 talk probably to both the schools' issue and the PBI issue

7 or both, and yet I think we have a proposal t o split off

8 the schools' issue.

9 Ms. Alward, do you have any advice for me on

10 this? Because it's become quite complicated all of a

11 sudden .

12 MS | ALWARD : You know, I don't have any legal

13 advice here, but from a practical point of view, I suppose

14 if the public comment was divided into two groups, you

15 might have a repetition of someone speaking in both

16 groups, but at least that way the record would have them

17 i n their own buckets. But I don't think there is any

18 legal issue presented as to how you go about it.

19 CI-IIVIN. IVIAYES : Okay . Well what w e will d o i n a nI

20 abundance of opportunity to provide public comment, I will

21 go ahead and go through the public comment . Everybody

22 sci t of knows the amendments that are out there the ideasI

23 that are out there, and the Staff repot t and the order on

24 this item, Item No. U-22. So we will just plow through

25 them and then everybody knows that there is a possibility

ARIZONA REPORTING SERVICE,
www.az-reporting.com
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1 that either U-22 could be pulled in its entirety and held

2 over to the Securities Division or bifurcated and par t of

3 it voted on today.

4 MS 1 ALWARD : That's correct, and don't forget the

5 public comment will still be the public comment whether

6 it's today and whether it's at another opportunity at a

7 subsequent open meeting.

8 CHMN. IVIAYES: Okay . Great .

9 S o w e will star t with Freddie Bracamonte .

10 MR , BRACAIVIONTE : Good morning, Madam Chair,

11 Commissioners » My name is Freddie Bracamonte. I a m

12 par tier in Sundial Capital Par tiers, LLC. I would like to

13 provide some comments regarding the financing of the

14 schools and why it's important to us .

15 In today's capital market it's almost impossible

16 to finance a school pro sect with a PBI and with a fixed

17 rate . So what we are offering the schools is a fixed rate

18 for 15 or 20 or 25 years with an up-front: incentive. We

19 cannot -- banks will not banks will slap a big discount

20 on any leverage that they provide us if we do a PBI

21 through the utility.

22 So it's really imper tent. We are under consider

23 with the three school districts for a megawatts or a

24 megawatt and a half to finance, construct and build, but

25 we can't do it without the up-front incentive

ARIZONA REPORTING SERVICE I
www.az-reporting.com

INC I (602) 274-9944
Phoenix, AZ
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1 CHMN. MAYES : Thank you for being here I

2 Mr . Bracamonte.

3 Which school are you talking to? And  t hen ,

4 again, you are with Sundial Capital Par tiers?

5 MR » BRACAMONTE : T h a t ' s c o r r e c t .

6 Scottsdale Unified School District, Agua Fria

7 Union High School District, and Deer Valley Unified School

8 D i s t r i c t .

9 CHMN. MAYES: Okay . A n d t h e and the banks a r e

10 tel l ing you that can you give us a better sense of what

11 is going on?

12 MR 1 BRACAIVIONTE : Tax equity is so scarce that

13 they are picking the best pro sects, and the schools aren't:

14 the pro sects that are providing them the best AIR for

15 them . So they will finance a pro sect if it's an up-front

16 i n c e n t i v e but; no t a PB I s i n c e i t ; ' s a f i x e d r a t e . So most;

17 pro sects that they are financing involve an escalation of

18 some ser  t .

19 CHMN n IVIAYES : Okay . Thank you very much for

20 being here.

21 MR | BRACAIVIONTE : Thank you.

22 CHMN. MAYES: We will go to Lori Glover from

23 Solid Energy.

24 MS. GLOVER: I don't need to speak, but I'm a

25 s up p o r t e r

ARIZONA REPORTING SERVICE,
www.az-reporting.com
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1 CHIVIN. MAYES : Lori, you have to come forward.

2 MS. GLOVER: I don't need to speak.

3 CHMN. IVIAYES : Okay . We have your comments.

4 Craig McKay, director of contracting programs for

5 Mohave Education Services Corp.

6 MR. IVICKEY: I will apologize in advance; I'm

7 let t-handed.

8 Good morning. Thank you for the opportunity to

9 speak . My name is Craig McKay. I'm the director of

10 contracts and programs for Mohave Educational Services.

11 What we are is we are a nonprofit cooperative .

12 We help with schools, cities, and counties as they need to

13 make purchases. In order for us to do that for 390

14 members, we have to pick and choose our pro sects f fairly

15 carefully. In the case of a new product like we are

16 calling our product a third-par ty power providers -- we

17 are very careful. We are doing a pilot program at this

18 time .

19 We have been restrained and held back a couple of

20 times just because the market seems to keep changing.

21 we are going to do this on behalf of our large

22 membership -- and I have had at least a dozen school

23 districts ask us to do a broader contract like theI

24 contract w e have out o n the street now we need to know

25 that these things are stable. The vendor community has

ARIZONA REPORTING SERVICE I
www.az-reporting.com

INC » (602) 274-9944
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1 told us they need these incentives. If we are ever going

2 to help our schools, this is the time to do it.

3 So that is all I'm here for, is to support our

4 school members and let the Commission know that these are

5 important to us.

6 CHMN. MAYES : Okay . So you are both in f aver of

7 APS's PBI proposal and the schools' funding proposal?

8 MR. MCKEY: Yes, ma'am.

9 CHMN. MAYES : Commissioner Newman.

10 COM | NEWMAN : First of all, Mr. McKay, I'm

right-handed.

12 I just want to tell you, I have a lot of respect

13 for Mohave, and working for local government for a long

14 time I know you're an essential service to a lot of local

15 governments. So I kind of I'm offering you to expand

16 your comments a bit about how the Commission or Ape, for

17 that matter, might be able to assist you in leveraging for

18 school districts and what exactly what exactly that

19 is one. And number two, what service are you providing,

20 per Se?

21 I know a lot of school districts don't have

22 expel rise, and that usually is what you provide . But

23 those two questions. I just wanted to have a colloquy

24 with you about it because it's our chance to do it on the

25 record 1

ARIZONA REPORTING SERVICE I
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1 MR. IVICKEY: Sure . Generally speaking what we do

2 is we go out for contracts so that members don't have to.

3 If they are going to spend over a her rain amount of money,

4 they have to use a contract to make the purchase, that is

5 what w e do. We are the expel ts in the contracting.

6 When it actually comes to the nuts and bolts or

7 the volts , i n this case, w e rely on experts in the field

8 to help us with those things. But in this case we had a

9 variety of members come to us and ask us, we would like to

10 do some ser t of pro sect to help lower our utility costs

11 and kind of even those costs out so they know what they

12 will be in the future.

13 You know, there has been so many cutbacks, and

14 they are doing whatever they can. They are stewards of

15 the taxpayers' money.

16 So that is what we are doing in this case. We

17 put together a pilot program to do three districts'

18 projects. There is actually four sites, but the idea

19 if it works, is you will be able to sign a contract with

20 one of these firms. They will put up some of this

21 apparatus I It will give them power at a set rate for a

22 set period of time. That helps them with budgeting.

23 helps drop their overall number.

24 If it works it could be tremendous and we haveI I

25 had numerous districts ask us to do the same thing. But

ARIZONA REPORTING SERVICE I
www.az-reporting.com

INC I (502) 274-9944
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right now we first put out our request for information

2 about this about a year and a half ago, and we already

3 held back because we didn't: know who the president was

4 going to be. That is what we were told by our vendor

5 community, is there are all these political ramifications.

6 You know, we write contracts; we don't follow policy.

7 com | NEWIVIAN : Did you say the president of the

8 company?

9 MR. MCKEY: The president of the country. We

10 were told if Obama got elected, we had a better chance of

11 pulling this off.

12 What I will tell you is we need stability. We

13 need to know i f these incentives are offered that there i s

14 going to be a chance for them to be out there fur thee on.

15 Additionally, if there is a pot of money that can

16 be moved over that schools can access at a time when they

17 desperately need it, we are all for that. And I would be

18 for it whether I was here for Mohave or not.

19 COM. NEWMAN : I want to tell you, I know I share

20 this with most of the panel. I don't want to take

21 providence, but we urge that more money be set aside for

22 schools and ARRA, and we have been doing things in

23 relation to what you said, the administrative policy

24 money, distributed generation, which I think is very

25 similar to a majority of the members at the Acc.

ARIZONA REPORTING SERVICE,
www.az-reporting.com
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1 So we support that. One of the quandaries we

2 have is we also would like to see as many residential

3 users  in th is  s tate us ing i t . We want t o see everyone

4 u s i n g  i t .

5 I talked to someone, a gentleman from the City of

6 Tucson who is in charge of promoting and distributing

7 generation in Tucson who just last week, and they are

8 in the process of putting some ser t at tar GSI map of

9 everywhere in the state where we are going to be able to

10 have distributed generation. So people see those models

11 in the community.

12 So we car mainly support that. One of the

13 quandaries for the Commission, though, and f o r Aps, is

14 trying to figure out how to foster both residential and

15 school .

16 And then my third quizzical or puzzling question

17 is, I know the kind of things that Mohave does, usually

18 providing goods and services -~ goods many times for

19 a massive because you are buying bulk and you keep the

20 prices down for school districts and other government

21 I think that is your role and the role that you

22 f i t  qu i te  we l l .

23 But what I 'm a l i t t l e b i t a t a l o s s i s there are

24 these third-par ty vendors that work directly with school

25

ARIZONA REPORTING SERVICE,
www.az-reporting.com

systems, and I'm not trying to be commercial against you.

(602) 274-9944
Phoenix, AZ

INC ,



E-01345A-09-0263 OM Item No. U-22 8/26/2009
11

1 I just want to know what in addition that you provide that

2 the ACC should know about and the community should know

3 about for school districts.

4 MR. MCKEY: Well, the commercial for us was very

5 good. I appreciate that.

6 A s f at as what we bring to the table in this

7 par titular one, it's our expel rise of contracting. W e are

8 expel ts at holding vendors' feet to the fire, making sure

9 that they live up to the contract.

10 I think if you were to ask a swath of procurement

11 people around the state lot of us are very good at, a

12 getting contracts in place, but: sometimes the contract

13 management isn't there. That is other thing we bring to

14 the table.

15 W e have about 180 contracts. We process around

16 12,000 orders a year. All of those are looked at against

17 the contract that is in place to make sure that our

18 member, whether it's a school or a city or a county, is

19 paying the price they are supposed to pay, they are

20 getting the items that are under contract, and if there is

21 a dispute, which for lunately we don't have a lot of, we

22 bring that power of our entire membership to play in our

23 role of defending our member.

24 COM NEWMAN : So in the same way, that by

25 providing bulk goods, in a sense, you can get a better

ARIZONA REPORTING SERVICE I
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1 contract price, you believe, for your member?

2 MR. IVICKEY: Our goal i s t o get the best value I

3 yeah . That will b e the goal i n this contract and that i s

4 the goal in everything we do.

5 COM | NEWIVIAN : Thank you.

6 CHMN. MAYES: Thank you .

7 COM » NEWIVIAN : Very interesting.

8 CHMN. MAYES: Commissioner Pierce.

9 COM. PIERCE: Thank you . Mr. McKay, it's good to

10 have you here, and I have some questions about how this

11 would best work.

12 It seems to me in what you said is that what you

13 need to be able to when you go out for bids and you get

14 some set prices so you can go out to the school, you also

15 need to in all of these occasions you need to really

16 know how much is available to schools on an ongoing basis

17 almost, isn't that correct, I mean, not just this year I

18 next year and so on? Because you are not going to get all

19 the schools that may want to do this in one year.

20 I suspect that as this type of thing takes off I

21 you are going to have a lot of inquiries and interest.

22 MR. IVICKEY: Yes.

23 COM. PIERCE: And I don't want to put words in

24 your mouth, but it seems to me that what you are asking

25 for is a dedicated funding stream for schools in our plan |I

ARIZONA REPORTING SERVICE I
www.az-reporting.com
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1 i s that correct?

2 MR. IVICKEY: I will leave that up to the expel ts.

3 That sound very good to me . I'm not an expert in this

4 industry. But, yeah, if we know the scenarios, it gives

5 us a chance to write a better contract.

6 COM. PIERCE: The only thing is, the response by

7 school districts could actually overwhelm the plan. And,

8 I mean, that is probably good that I think the interest is

9 there and that the people want to do that. But I think it

10 would really take some rethinking, I think, at this level

11 about how we engineer something that works for the school

12 districts.

13 And I was going to ask you because you represent

14 school districts around the state that look to you for

15 items and what bid are you getting for this and so on;

16 they turn to you automatically and find out what the

17 prices of this so they don't want to have to go out and

18 do that work; correct?

19 MR. IVICKEY: Correct I

20 COM. PIERCE: So do you deal with the folks

21 I'm going to stay with APS and with the folks in Douglas

22 and Bisbee and Yuma, in other rural communities.

23 Are they par t of your pool?

24 MR. MCKEY: Yes, we have members all over the

25 state .

ARIZONA REPORTING SERVICE I
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1 COM. PIERCE: You have had inquiries from those

2 folks on solar on their schools or distributed generation?

3 MR. MCKEY: I'll tell you, the people we have had

4 the most requests of are mostly Valley folks.

5 briefly with Yuma, and I believe at some point -.- it

6 wasn't me -- but somebody else from our group did talk to

7 a couple folks from around the Show Low area.

8 But w e have had a lot from down here. And i f

9 this works we're learning a lot from doing this

10 if this works, it would be our goal to try and

11 make i t work o n a broader level. But again, in order to

12 do that have got to know mere before we can do it on, we

13 that broader level, not just learning about what we have

14 done here, but to address your point, yeah, what are the

15 abilities for these other utilities to do this type of

16 thing?

17 COM. PIERCE: And I think that if the market is

18 really strong and districts want to do that, that perhaps

19 the incentive doesn't need t o b e i t becomes a

20 market-based-type thing and the school districts will look

21 at it and say, hey, this work for me, and that is a

22 balancing too.

23 But I appreciate because I agree, I think

24 schools are just an ideal place, not only that they are in

25 strategic places that allow for different amounts of

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC 9 (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 O M Item No. U-22 8/26/2009
15

1 distributed generation to be in this area and to be able

2 to serve the grid like we would like it to be done as

3

4 So it serves a great purpose. As I look at ZIP

5 codes, it seems we are concentrating a lot of this in

6 car rain ZIP codes, but schools help to

7 MR. MCKEY: They make it broader.

8 The other thing I just mentioned as kind of an

9 aside, one o f the criteria that w e have out i n the RFP

10 that we have out right now and it's a lower-level

11 criteria, but it is there is the ability for this

12 system to act as a teaching tool; it can teach the

13 students about solar power and how it works .

14 COM. PIERCE: And I think our future is the folks

15 want to do this and they can afford it and they do it

16 instead o f the incentives because I'm not sure

17 I mean, it's very apparent to me; we have a

18 carve-out for residential-distributed generation. Well I

19 it's going to be a tiny percentage of folks that can

20 par ticipate in that. Everyone else will par ticipate in

21 the rates, and I'm not saying they don't get a benefit.

22 I'm saying that they won't have it on the roof top; that

23 doesn't say that they don't; benefit from us not having to

24 have peaking plants in some place and maybe base load in

25 others . So there is great benefit or power lines

ARIZONA REPORTING SERVICE I
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1 installed -~ but we want people to contribute to the grid

2 with that generation.

3 But my point is, it's a great teaching tool, and

4 I think for the future of this and moving people to

5 wanting to do it with less incentive is independent upon

6 using it as a teaching tool.

7 CHMN. IVIAYES : Thank you for being here .

8 MR. MCKEY: Thank you for your time.

9 CHMN. MAYES: And, Colleagues, it sounds like we

10 want to have this debate today.

11 Commissioner Pierce, I know you wanted to

12 bifurcate this issue, but you seem to be wanting to get

13 into a policy debate during a public comment session,

14 which I'm glad to do if that is what you want to do.

15 was my notion that we do have this debate today, so is

16 that what you want to do? I mean, let's do it. We have

17 the schools here. We have let's go for it.

18 COM. PIERCE: Well can, we

19 CHMN. IVIAYES: We have a full room , and I don't

20 know what we are waiting for.

21 COM. PIERCE: Well I don't think weI as a

22 matter of f act I'm not sure we have had notice to school

23 districts throughout the state.

24 CHMN. IVIAYES: Well, if we are going to okay ,

25 but if we are going to sit up here and debate the policy

ARIZONA REPORTING SERVICE,
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1 issue, what are we going to do?

2 COM. PIERCE: Well, unless these people are going

3 to come back for the next one, and maybe they are, and

4 maybe they just assume see us bifurcate this and come back

5 to the next hearing so that we can talk about it.

6 sure who is going to be here next time, and especially

7 someone like Mr. McKee who serves a lot of school

8 districts. I think -- I don't intend to have a lot of

9 those questions, but for people like that.

10 CHIVIN. IVIAYES : Well, I just wanted to I was a

11 little confused by your intention. We can have this

12 debate with every single public commenter if you want to.

13 You made some comments about residential and the

14 f act that we weren't going to be able to do but a tiny

15 amount of residential. I totally disagree. I think we

16 will do a lot of residential in the state of Arizona andI

17 we can star t having this debate now or we can have it

18 two weeks from now, which I thought was your druthers.

19 COM. PIERCE: Madam Chair, I don't want you to

20 misunderstand where I'm coming from because I'm not trying

21 to encourage that kind of debate between us.

22 All I'm saying is at the rate we are the way

23 we are going with distributed generation that we will be

24 limited, is my point, but over time I think the suspicion

25 , as I was educated on this, is that the incentives will

ARIZONA REPORTING SERVICE I
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1 go down because it will be more broad. We are just

2 relying on that, that it's not going to get the job done I

3 and we d o need more. I'm not trying to say that.

4 CI-IMN. MAYES: Okay . And in response to that my

5 view is that we have an entire state of people who want to

6 do solar energy, who want to put it on their roof tops .

7 I disagree with you about the analysis that APS

8 did on the ZIP codes. I think it actually demonstrates

9 that, A, the median income of people who are doing solar

10 is f fairly you know, it's much lower than I thought it

11 would be, about $50,000, and that the solar residential

12 solar systems that are going in are going in all across

13 Arizona from Seligman to Flagstaff to Paradise Valley to

14 throughout Phoenix. I disagree with you on that .

15 I think that we are going to do a lot of

16 residential distributed generation, and I think it's up to

17 this Commission and APS to make sure that we doing just as

18 much residential as commercial.

19 So I am glad to have this debate today. W e will

20 continue to talk about it.

21 Tom Alston from the Solar Alliance.

22 MR. ALSTON: My name is Tom Alston.

23 represent the solar Alliance here in Arizona.

24 I'm going to I don't know if we are having a

25 debate or not here.

ARIZONA REPORTING SERVICE,
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1 some of the concerns that the Alliance has with regard to

2 the 2 0 million transfer from residential to commercial.

3 I think the first thing we want to point out is

4 that it is seen by some of the Alliance members as f fairly

5 inconsistent as f Ar as logically intuitive just calling

6 schools a residential. I think when you talk to

7 individual ratepayers, individual potential solar

8 customers they see it's not something that necessarily

9 follows i n their mind.

10 The other thing is there have been a number of

11 companies that have moved here expecting a cer rain amount I

12 you know, that residential programs to at least be in

13 place for a her rain amount of time. A mid-year draft of

14 policy change does, I think, weaken the power of

15 Commission decisions if they are this malleable whenever

16 somebody wants to change these rules, and I might say

17 change a f fairly significant rule with just about a month

18 for everybody to gear up and talk about it and think about

19

20 The other thing is that residential ratepayers

21 have paid into this fund. They get it on their

22 environment surcharge. And for the last year they have

23 had the expectation that if they want to take control of

24 their energy future, if they want to protect themselves

25 against rising rates or just like solar or want to do
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1 that, there will be a funding a fund there that they

2 have paid into.

3 Transferring this money to the schools, which we

4 fully support by the way what we don't support is

5 allowing the schools to count: the RECs created from that

6 solar panel towards their residential requirement.

7 Because if you do that, at that point there will be

8 less residential systems done overall. It is a grab.

9 And so that means that if I'm ratepayer and I

10 have been paying into this environmental surcharge, if you

11 allow the RECS from the schools t o count towards the

12 residential requirement, it now means that that pool I

13 have been paying into means there is less money for me to

14 put solar on my roof. And I think it:'s kind of a

15 misleading thing for the ratepayers. I think that is the

16 primary concern here.

17 And I d o want t o reiterate that w e are for

18 transferring the money for schools, but it should go

19 towards the nonresidential requirement. Essentially what

20 that does is it would push the funding or the cost of the

21 nonresidential program forward and push the cost of the

22 residential program back, rather than reduce the total

23 nonresidential or the total number of residential

24 systems that you can do.

25 So that is our comment on that, if there are any
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1 questions I

2 CHMN. MAYES : Mr. Alston, one of the and

3 obviously your position squares up with my amendment, I

4 think, my first amendment that would allow the $20 million

5 to go to schools on a one-time basis, but would not lead

6 to a revamping of our ru les and would not be a  po l i c y

7 change |

8 But one of the arguments being made by APS and I

9 guess those who f aver transferring the money on a one-time

10 basis and I guess those who would be i n f aver of a l lowing

11 schools to count permanently toward a residential, which

12 I 'm not i n f aver of at th i s poin t; I don't see the

13 f fairness of that towards residential ratepayers, but one

14 of the arguments they are making is that while the

15 residential program isn't doing as well as the commercial

16 program, the  money  i s  go ing  to  be  l e t  t  ove r  . - . . .  a l t hough, I

17 don't think we know yet to what degree that the money will

18 be let t over, and I think we also have evidence that the

19 residential program is doing quite a bit better. I think

20 i t was up l a s t year 60 percent over the year before .

21 don't know what :Lt:'s up th i s year, but i t ' s growing -- but

22 the money i s s t i l l going to be let t over.

23 How do you respond to that?

24 MR. ALSTON: You know, Chairman Mayes I

25 Commissioners, the way that I would respond to that is we
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1 are ramping up very quickly. We have seen a 300 percent

2 growth in the residential market. Making rapid

3 course-correcticn changes like this with very limited data

4 sends some pretty crazy signals to the market. I t makes

5 it real hard to plan for.

6 I would also say that traditionally we have seen

7 a 5 0 percent increase i n residential purchases in Q-3 and

8 Q-4, so I think that is going to take up some of the

9 money U

10 The other thing I would point out is that if you

11 talk to the people at SRP they have seen in the last month

12 their residential requests go from around 30 a month to

13 400 a month. And the reason why is once consumers get the

14 signal that funds could be running out, which if the

15 transfer happens they may very well get that signal, you

16 could see a run on the residential market reservations.

17 We saw that as par t of the deal, the APS program, when

18 that ran out. We saw the last month it was really easy to

19 sell the system because everybody wanted to jump in.

20 The other thing is, if there is money let t over I

21 it should just flow over to the next program year so that

22 when these companies that are moving in to do residential

23 systems here in Arizona come on-line, the money is there

24 for them to fully reach their to help the utilities

25 reach their residential requirements in a way that doesn't
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1 require some logic that will star t to call schools a

2 residence.

3 So we d o support i f the school i s o n a

4 residential rate plan and they are paying into the

5 residential plan and have been paying into the residential

6 environmental paying residential environmental

7 surcharges, then, yeah, let them take advantage of that.

8 But if they haven't, I wonder if there is not a class

9 issue on that as well. I'm not an expel t, but it's a

10 consideration.

CHMN | IVIAYES : You saw my amendment, which we may

12 or may not take up today, asking or requiring APS to

13 engage in a plan to increase its marketing of the

14 residential program.

15 What is the company doing an adequate job of

16 marketing the residential program? Is it not? I s that a

17 f air idea?

18 MR. ALSTON: Chairman Mayes, Commissioners, I'm

19 not an expert on marketing here. I will say that we

20 we do think APS is doing a pretty good job with the

21 residential providing incentives through their actual

22 team. Whether or not they can do more marketing, maybe I

23 which is kind of why we think it;'s strange that the

24 residential program has been so successful. We don't:

25 fully understand why they want to shit t gears right now.
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1 But I would say more marketing probably couldn't hurt .

2 CHMN. IVIAYES: Okay . And then finally, the Solar

3 Alliance - - does the Solar Alliance believe that the

4 recommended order in front of us is a one-time allocation

5 of $20 million or a permanent change to the residential

6 program? Because my interpretation is that it's a

7 one-time allocation. If I'm wrong, then we need to make

8 it clear in the order.

9 MR. ALSTON: Chairman Mayes, Commissioners, I

10 think it's a dangerous precedent. I f APS sees i t only a s

11 something they want to go forward with one time, I would

12 like to hear them say that.

13 CHMN. MAYES : Okay . We will get them on the

14 record about that.

15 Commissioner Stump.

16 COM. STUMP: Thank you, Madam Chair. H iI

17 Mr. Alston. Good to see you again. I was wondering if

18 you could touch on the issue of the cap. I think, if I

19 read your letter correctly, you have some reservations

20 about a cap.

21 And I noted that Staff believes that the recovery

22 guarantee could grow to about half a billion in 2010 or

23 one billion more in 2011. I wonder if you could address

24 that, what you feel that is.

25 MR. ALSTON: Chairman Mayes, Commissioner Stump,
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1 I appreciate the question here, and I appreciate being

2 able to kind of clear up our position on that.

3 We are not saying there should be no cap. W e are

4 just saying that if you are going to have utilities be

5 required to meet a nonresidential goal and you are going

6 to require them through a PBI, whatever you're authorizing

7 them to recover should be the same number that they think

8 it will take to meet that nonresidential requirement.

9 And if you look at TEP, they don't have a cap I

10 and it's basically a De f act authorization. I know TEP

11 probably wants one.

12 But what this issue is is essentially the

13 Commission saying explicitly, yeah, we have authorized you

14 to raise this amount of money but we really mean it kind

15 of into perpetuity.

16 So I think that was our comment. And w e are not

17 opposing the APS proposal.

18 COM. STUMP: Madam Chair Mr. Alston I sharedI r

19 your concern about the ser t of tor tired redefinition, but

20 as I see ,it I assume this is really maybe you see it

21 this way too kind of a prudential one-time

22 reclassification. You mentioned logical earlier, so I

23 guess this is really a prudential reclassification as it

24 were .

25 MR. ALSTON: Chairman Mayes, Commissioner, by
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1 prudential you mean?

2 COM. STUMP: Well, in the sense that I mean,

3 common sense tells you that it's hard to classic y a school

4 in that manner, but to extend the funds on a prudential

5 basis makes sense to classic y them that way.

6 MR. ALSTON: We think you know, if you are

7 going to do it, the funds should be transferred, but if

8 the utilities f all short of the residential program we

9 think they are doing a good job but that f act should be

10 acknowledged to people and ratepayers should know that we

11 didn't quite get there this year; we think we will get

12 there next year.

13 But there is n o reason to transfers RECs from the

14 nonresidential to the residential. Just transfer the

15 money I Let the program play out Give i t a chance t o

16 run I It's a very good program.

17 CHMN. MAYES : Commissioner Pierce.

18 COM. PIERCE: Thank you, Mr. Alston. It's good

19 to see you.

20 I agree some of these things need some time.

21 This has been a request that we have had less than a

22 month.

23 I want to make it clear that I support

24 residential DG. I think that people should put that on

25 their roof tops. I'm just trying to deal with the limited
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1 amount of money to do all the things . And sure, I have my

2 preferences and other commissioners have their

3 preferences.

4 But what happens in 2010, though, when the same

5 oversubscription for nonresidential occurs and probably

6 the same under subscription for residential? Wouldrl't i t

7 seem feasible for us t o come back i n and take a look a t

8 whatever the proposal may be?

9 Let me say, there may be school districts out

10 there that will see what happened here and say, wow, how

11 do I get on that bandwagon? And we are going what i s

12 going to happen is just what Mr. McKee says, we will say

13 here potentially that you don't have that option in 2010

14 as opposed to, well, if the same set of circumstances are

15 there, the Commission actually may do that again.

16 What is wrong with that thinking? Because that

17 may be exactly what happens, and we have a and i t will

18 be detrimental for the financing scheme for the school

19 districts that are looking for the future.

20 MR. ALSTON: Chairman Mayes, Commissioner Pierce I

21 you know, I think, one, we do represent an organization

22 that does d o a lot o f solar schools and a lot o f

23 commercial twoI , we do want the moneys transferred; three I

24 we think the residential market will surge in 2010. We

25 really do. It's turning nicely.
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1 If we want to if it doesn't, we would be happy

2 to, I think, reevaluate i t a t the end of 2010 and say

3 maybe -- but do it through a systematic method, maybe

4 through an implementation plan at the end of the year

5 rather than a three-week-notice ~sor t~of thing.

6 COM. PIERCE: I guess the question is, why

7 recommit: to a set of circumstances that we are not

8 car rain? And then that's you have kind of answered

9 that .

10 But one thing you did say, and I appreciate it I

11 that people come into this state, you know, to do business

12 i n this state, but I don't: think that the plan at all, the

13 RES rules a t all, are to protect a car rain segment o f the

14 market whether it's residential installers that come in.I I

15 Our intent and my intent is to get the most the best

16 bang for the buck for ratepayers, get the most megawatts

17 out there and in this carve-out for distributed

18 generation, get distributed generation out there on

19 roof tops and don't have moneys let t over.

20 And if we are oversubscribed in one area, perhaps

21 those incentives are a little too strong, as Staff is

22 addressing that concept, that maybe we ought to be

23 stepping down those because we are oversubscribing. You

24 know, there is going to be a point where we are not having

25 to come back here each year because the incentive is set
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1 right •

2 And conversely I have seen that on the

3 residential side, that, you know, that the incentive

4 think the different plans will not alter. I think

5 incentives are strong enough. I think we can actually do

6 more with the money we have .

7 I mean and I have talked to you time and again

8 about, this needs to stand on its own at some point

9 without incentives, and I think we can get there through

10 education and through ratcheting down incentives to get

11 more folks on if the demand is there.

12 That should be the goal, shouldn't it?

13 MR. ALSTON: Chairman Mayes, Commissioner Pierce I

14 the goal of the Solar Alliance is to be free of

15 incentives.

16 As f at as, you know, your comment I'll star t

17 with your beginning comment as f at as one technology

18 being better than another, I think the rules as they are

19 now are pretty equal. We just want to let them have kind

20 of a chance to run.

21 And I did mention the companies that specialize

22 in car rain type of solar coming into the state.

23 saying they should be f adored; I'm just saying that the

24 rules that they came in here expecting to be in place

25 should still be here.
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1 A s f Ar as incentive changes, I think we feel the

2 Alliance has been pretty supportive of working with the

3 Commission on moving those up or down.

4 COM. PIERCE: I just want to say that I'm

5 sympathetic to that, that, you know, people come in here

6 that the Commission sets rules and that any changes we

7 make should be well thought out and should focus on the

8 commitments we have already made. I agree . And I think

9 it would be irresponsible really on my par t not to

10 acknowledge that. So I'm not running away from it at all.

11 Thank you.

12 CHMN. IVIAYES: Thank you, Commissioner Pierce.

13 Mr. Alston, you know, to this point, you said you

14 think we need to give the residential DG program a chance

15 to run, and frankly I couldn't agree with you more about

16 that, especially given the f act that we are in the middle

17 of a very deep recession and most residential

18 homeowners would you agree with me lot ofI a

19 residential homeowners are actually f acing depreciation of

20 home values; it's tough for a lot of people to afford

21 right now, at this snapshot in time, to put solar on the

22 roof tops?

23 But I think that is going to change in a couple

24 of years and we will I think as the only commissioner

25 sitting up here who was here when we wrote the rule and
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1 who was here when we wrote the 50/50 split, we were trying

2 t o write a rule that would last that would be enduring,

3 that would last a while.

4 We knew there might be changes. That is why we

5 had the waiver provision in it, but I cer mainly as a

6 commissioner who was here during the writing of that rule

7 and was deeply involved in the distributed generation

8 piece never thought that we would drastically that we

9 would drastically alter the amount of money that would be

10 available to residential homeowners.

11 So that is the problem I have with the idea of

12 reclassify Ying schools as residential permanently. While

13 I'm supportive of giving the $20 million to the schools

14 this year, I think is what the schools themselves want, I

15 would have a hard time supporting something that would

16 really have the effect of altering these rules at a time

17 when, you know, we really should be letting the rules play

18 out and see what happens.

19 So what is the Solar Alliance's view of the

20 economy right now and what that may be doing to the

21 ability of homeowners to put solar up?

22 MR. ALSTON: Chairman Mayes, Commissioners, I

23 think it is remarkable that you have seen a 300 percent

24 jump in the residential program. I think that i s due t o a

25 lot of different things.
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1 and more interest from homebuilders I think that is anI

2 area, residential, that can explode quickly because then

3 you can go out and sign a contract for a bunch of

4 different new residential homes. I think as the economy

5 recovers that will be a huge area of growth.

6 remarkable just how well it's grown in a very tough

7 economy, both residential and nonresidential.

8 I would also point out that the growth of

9 companies coming to the state that do solar leases for

10 residences do give access to some of the people who maybe

11 don't: have a big amount of cash but have good credit
l

12 scores to go ahead and do solar as well. So I think that

13 may be an area of growth.

14 CHIVIN. 1v1AyEs : Okay .

15 MR u ALSTON : I'm not sure that answered your

16 question.

17 CHMN. IVIAYES : No, it does. And then I would just

18 ask, you know, would you agree with me that, you know, the

19 folks who put up solar on their roof tops are early

20 adopters? And then in most industries you have early

21 adopters like with the Prius, with hybrid; you know, they

22 star Ted out pretty expensive; a lot of people couldn't

23 afford them; those type of things were subsidized to some

24 degree; they have developed, and now they are more

25 off fordable, car mainly, than they use to be -- not
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1 affordable enough for me to buy one but over time you

2 have early adopters and then other people come in?

3 MR. ALSTON: Chairman Mayes, Commissioners, I

4 believe that is probably the case. You can look a t other

5 countries and states to see an example of what more

6 widespread adoptions might look like .

7 And , in f act, we even have some kind of gems in

8 Arizona of what widespread adoption on residence might

9 look like. There are a lot of solar companies in the room

10 that have sold systems in the Pebble Creek neighborhood

11 where it's literally hundreds and hundreds of systems in

12 this neighborhood where there's this one community

13 activist who star Ted pushing these systems, and now you

14 can drive down in it and it's pretty widely spread

15 adopted. And the nice thing about that neighborhood is

16 that there is nothing special about it; it is just what it

17 could look like i n the future.

18 CHMN. MAYES: Yeah, I have seen pictures of that

19 Pebble Creek neighborhood.

20 Speaking of the widespread distributionI

21 Commissioner Pierce asked APS to provide a map and char ts

22 o f the ZIP codes and i t sure looks to me like there i s aI

23 lot of interest of this all throughout Arizona

24 Seligman, Ash Fork, Sun City, Flagstaff, Snowflake I

25 Nor thwest Peoria Sedona Phoenix EstrellaI I I I
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1 Sun City West, Moon Valley, Sedona, Sun City West again I

2 Nor Rh Peoria, Shadow Mountain, Anthem, Carefree, all over

3 the place and the median state income level for those

4 adopting solar is $49,950.
4

5 What do you think about that?

6 MR. ALSTON: Chairman Mayes, I agree with the

7 comments 1

8 CHIVIN. IVIAYES: That it suggests that there is

9 widespread interest by both residential consumers and

10 schools and businesses in solar energy?

11 MR. ALSTON: Definitely, I believe so.

12 The other thing that I don't think has been

13 addressed and I think one of the reasons is theI

14 information on it is not available as of yet, but it does

15 look like the $10 million of the ARRA funding, which was

16 one of the arguments for transferring the money, may

17 actually -- another $10 million, it will be available for

18 low-income housing and residential funds will be necessary

19 depending on how that program shakes out and I don't

20 think anybody has seen that to leverage that money.

21 CHIVIN. MAYES: Well, that is interesting.

22 wasn't aware of that. I think we will have to delve into

23 that a little bit.

24 Commissioner Newman.

25 COM 1 NEWMAN : I was actually going to Thank
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1 you, Madam Chair. I  was actual ly go ing to ask a quest ion

2 o f  you ,  bu t  j us t  a  c l a r i f i ca t i on  fo r  the  reco rd  on

3 hadn't heard about low-income housing.

4 I s t h a t  g o i n g  t o  b e t h rough  HUD  o r  who?

5 MR. ALSTON: Cha i rman Mayes , Commiss ione r , a t

6 th i s  po int  I  have heard  just  very  l i t t l e  f rom the State

7 Energy Off ice about i t ,  and there is  probably people in

8 the room that know a great more about it. And I don't

9 want to  mischaracter ize that  I  th ink that  i s  abso lute ly

10 what the money is going for;  I 'm not entirely sure.

COM » NEWMAN : I would like t o know more about

12 that subject.

13 MR. ALSTON: I  do th ink i t ' s  something to  look

14

15 COM . NEWMAN : And I thank you for your testimony I

16 a n d  I  w a n t  y o u  t o  s t a y  u p  t h e r e  f o r  a  s e c o n d , b u t I  h a v e  a

17 couple questions for the Chair. I t ' s  r e a l l y  s o  I  c a n

18 understand this more.

19 On this switching, and so everyone can hear how

20 m y  m i n d  i s  g o i n g , w h e n  w e  g o  i n  t o  s w i t c h  f o r  o n e  y e a r I

21 does that take money out of the permanent fund that was

22 set aside for residences? That is my notice problem with

23 t h i s , a n d  s i n c e  y o u  a r e t h e  r e s i d e n t  e x p e l  t , I ' m  a s k i n g

24 you

25 CHMN. MAYES: You mean notice to ratepayers?
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1 COM I NEWMAN : Well, yes.

2 CHMN. MAYES: Well, I agree. mean, I think

3 that is an issue. Commissioner Pierce's amendment would

4 require notice to all the school districts in APS's

5 service territory of the proposed move of the funds.

6 My question when I saw his amendment was, have we

7 noticed every single ratepayer of the f act that their

8 money could be shifted over to the commercial program?

9 And I think that is a question we will have to ask Ape, if

10 we get to this item.

Again, Commissioner Pierce has a proposal to not

12 deal with this today. So I don't know if we will deal

13 with it or not, but I think the notice question is an

14 interesting one. I think the answer is probably, no I

15 there is no notice to ratepayers of this proposal.

16 COM v NEWMAN : Well, I just wanted to check with

17 you because I have some concern about that.

18 And then the other thing with regard to

19 incentives the incentives ofI

20 distributed generation and since we have a Solar

21 Alliance representative here, we might as well begin this

22 discussion mean, one, I'm concerned about the

23 quandary, the balance and maintaining market signals, and

24 I think it is very imper tent, especially in this role as a

25 commissioner, that we maintain the signal.
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1 And then, you know, the question should be for

2 the company also, what are they doing to promote the

3 residential?

4 In your opinion, I guess you know, I

5 haven' t I haven'~t been around since the rule

6 was in place; it's been in place for a while. I hear the

7 tale that, just as was testified to now, that when

8 interest is made and even normal neighborhood canvassing

9 and things like that, that usage goes up when people

10 realize that they can afford it on a $50,000-income level.

11 That is one of the things I was talking to the gentleman

12 from the city of Tucson about, which they want to promote.

13 I think a lot Rf local government, including all counties I

14 want to promote as well. So that is one question then.

15 And then tagging onto other things that we might

16 incentivize, if we take away now, we could have a program

17 of, let's say, feed-in tarries I would like t o discuss

18 that to increase residential par ticipation, but if we

19 take this money away now, does that affect the ability for

20 the feed-in tarries to work in the less than robust

21 environment? That is for you actually. I don't mind

22 asking you in front of everybody, because I guess we are

23 just all hanging out here.

24 CHMN. IVIAYES: I guess we are. It's a good

25 question.
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1 It's my view, Commissioner Newman and then I

2 will turn it over to Commissioner Pierce because I think

3 he has got some questions but you asked me a direct

4 question 1

5 It's my view that using if the money

6 it's true that the money that would be the $20 million

7 that would be used to give to the schools is not going to

8 be used this year by residential consumers anyway, that I

9 don't think that our doing that on a one~t::Lme basis and

10 not allocating the RECS to the residential program,

11 because that is a separate issue, that that wouldn't harm

12 our ability to spur the residential program in some way I

13 whether it's feed-in tariff or whether it's a community

14 solar program, which I know you are interested in as well

15 and the commissioners other commissioners may be

16 interested in, I don't think that would harm our ability

17 to do that.

18 But I think that is something that we need to

19 talk to the par ties about, and again, I'm not sure that we

20 are talking about it today.

21 COM | NEWMAN : Well, I just you know, this is

22 just an honest discussion in public.

23 CHMN. MAYES : Sure . Absolutely.

24 Commissioner Pierce.

25 COM u NEWMAN : And actually I would like to hear
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1 his comments on that question because it actually is very

2 important for, I'm sure , his members.

3 MR. ALSTON: Chairman Mayes, Commissioners, it

4 also depends to answer Commissioner Newman's question,

5 it all depends on whether or not you transfer the RECS .

6 If you do, then there will be less overall funding for

7 residential systems. If you do not, then you push the

8 expenses for residential backwards residential

9 compliance backwards and you push the nonresidential

10 expenses forward.

11 COM . NEWMAN : Thank you . I am glad we had that

12 discussion.

13 CHMN. MAYES : Commissioner Pierce.

14 COM. PIERCE: I find that an interesting thought

15 in the accounting, but that is not where I'm headed. And

16 I supper t, by the way, all ratepayers being notified. I

17 know I'm f caused on schools here but I don't think thatI

18 is a bad idea.

19 My question for you, Tom, is it unfair for

20 residential ratepayers to transfer money from residential

21 to schools?

22 MR. ALSTON: Chairman Mayes, Commissioner, I

23 think, again, it depends on the RECS, if they transfer

24 within 1

25 If you allow the schools to count their RECs

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC • (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 OM Item No. U-22 8/26/2009
40

1 towards the residential goal, it does mean there is less

2 funding overall to put solar on roof tops. If you don't

3 transfer the RECS, then the money I'm sorry, not the

4 money but they would just have to meet the goals in

5 subsequent years by doing more, which would push the cost

6 for residential backwards. It would be higher residential

7 costs for complaints later rather than sooner.

8 Whether or not that is f air, I mean, that i s kind

9 of a

10 COM. PIERCE: Right I I guess because we know who

11 owns the schools, and, you know, that is people and that

12 is ratepayers and a lot of residential ratepayers. S o

13 t:l:1ere's and I think that that whole question about

14 where they should f all, where schools should f all may be

15 a for you and the position that you have, you have

16 expressed that.

17 We are out with regular folks and when they

18 analyze it, I'm not sure where they will f all I don't:

19 know if they say the school is a business; should it be

20 treated that way? It:'s obviously nonresidential, and I

21 think the rules are written that way for a reason.

22 But I look forward to Solar City's weighing in

23 about whether they think it's f air or inf air to

24 residential ratepayers on that issue.

25 MR. ALSTON: Chairman Mayes, Commissioner PierceI
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1 I agree that there are arguments to be made . I

2 well, if we put it on the roof tops at the local

3 businesses, maybe they can lower prices; that also helps

4 the residential. It's a slippery slope.

5 I think the ultimate answer is a f air compromise

6 of the transferring of moneys but not -- but kind of

7 maintaining whether or not the kind of the integrity of

8 the RECS, the residential going for residential and the

9 nonresidential

10 COM. PIERCE: Thank you, Madam Chair.

11 CHIVIN. IVIAYES: And, Mr. Alston, before you go, the

12 Commissioners noted we will get Solar city. Your

13 organization represents companies that do both residential

14 and school solar systems.

15 Did you say that?

16 MR. ALSTON: Chairman Mayes, Commissioners I

17 t1'1at ' s correct, and there was a lot of companies that did

18 weigh in, some of which are in the room that have flown in

19 from out of state that did support the documents. But

20 well, there you go

21 CHMN • IVIAYES : Okay . Diverse group?

22 MR. ALSTON: Yeah, diverse group.

23 CHMN. IVIAYES: Thank you very much.

24 We will go now to Genevieve Nowicki from Solar

25 Power Par tiers.
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1 MS | NOWICKI : Chairman, Commissioners, thank you

2 very much for your time.

3 I wanted t o address a different issue within this

4 docket the reduction in the rebate allocationI

5 ret roact ive ly

6 We understand that there is you would make the

7 order as cf June 30th. My request to the Commission is

8 that you make it for the August 31st deadline.

9 Having the Commission change the rebate amount

10 retroactively sends a bad message to investors and

11 other the business community that suddenly the

12 Commission could change things at any time, and it just

13 presents something problematic

14 There is already a mechanism within the rebate

15 for a reduction in costs. There is a rating system

16 current ly in place that al lows for rebates to be submitted

17 at reduced costs, and it  make for a higher probabi l i ty

18 that  the appl icant  wi l l  rece ive the rebate. So there is

19 already a mechanism for reducing the cost to the actual

20 you know, gett ing the best bang for the buck for the solar

21 system •

22 So my suggestion is, in the Staff repot t I

23 regardless what you do, don't make it retroactive; you

24 make it as of the August 31st deadline.

25
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1 customers that are actually paying a premium for

2 electricity, something beyond, in order to do the adoption

3 of solar, so even at the current rebate amount.

4 And I also want to reiterate Tom Alston's

5 comments regarding Solar Alliance's position. Our

6 position isn't that you reduce that the cap be unlimited;

7 it:'s that the cap be reflective of what APS needs to be in

8 compliance of.

9 Thank you.

10 CI-IMN. MAYES: Okay . And so those comments

11 obviously go to the PBI issue specifically.

12 MS | NOWICKI : Exactly .

13 CHMN. IVIAYES : Not necessarily the schools issue?

14 MS u NOWICKI : Exactly .

15 CHIVIN. MAYES: Okay . Great . Thank you.

16 Commissioner Newman has questions. I apologize.

17 COM . NEWIVIAN : No. Thank you.

18 Ms. Nowicki welcome.I

19 Who are you representing today? You describe

20 your client or clients

21 MR. NOWICKI: I represent Solar Power Par tiers.

22 We are a third-par Ty SsA/power system provider. Solar

23 Power Par tiers, we own, operate commercial systems on-site

24 where we sell the electricity to the customer.

25 COM » NEWMAN : And, Madam Chair, Ms. Nowicki, it's
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1 good to see you.

2 And are you concentrating on the entire market I

3 both commercial and residential? And could you describe

4 that delicate balance and maybe some of the pricing

5 signals that Mr. Alston was referring to?

6 ms. NOWICKI: So we primarily operate on

7 commercial and schools. That is our primary market. And

8 we are seeing a decent amount

9 Are you talking about the downward decline of

10 prices in the marketplace?

11 COM l NEWMAN : No, just Are you purely

12 working in the commercial market or do you understand the

13 Commission's quandary ser t of making sure that the

14 carve-out and the pricing signals stay in place for

15 residences?

16 mean , I take it that you're a solar advocate I

17 but are you only for the commercial industry or are you

18 residential and commercial?

19 ms. NOWICKI: Just commercial. I would rather

20 have, you know, other companies that do residential

21 Solar city, Sur Run those companies speak to their

22 marketplace. We are a member of Solar Alliance andI

23 support the Solar Alliance's position.

24 COM. NEWIVIAN : Okay . Thank you very.

25 CHMN. IVIAYES: Commissioner Kennedy.
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1 COM | KENNEDY : Thank you, Madam Chair.

2 Madam Chairman, Ms. Nowicki, I want to make sure

3 I heard you correctly.

4 Now, you are with Solar Power Par tiers?

5 MS , NOWICKI : Correct |

6 COM s KENNEDY : And you say you sell power?

7 MS 1 NOWICKI : That was a misstatement. We

8 actually 1'1aven ' t done any contracts in this state, so I

9 would rather speak to that issue when we get to docket

10 item No. 24.

11 COM 9 KENNEDY : Would you like to elaborate on

12 what you do do?

13 MS • NOWICKI : We own i n the state California

14 we own and operate solar systems on the customer site, and

15 in the state of the California we sell power to the

16 customer.

17 COM I KENNEDY : Thank you, Madam Chair.

18 MS • NOWICKI : W e also actually, let me clarify y

19 that .

20 Going forward, we just own and operate solar

21 systems, let me put it that way.

22 COM 1 KENNEDY : Thank you .

23 CHMN. MAYES: Okay . Thank you very much.

24 We will go to let's go to Solar City I

25 Rob Kelly. And I don't know if there is anyone else from
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1 Solar city that wants to speak, but I have Rob's slip.

2 MR. KELLY: Chairman Mayes, Commissioners I

3 basically Solar city wanted to comment on this par ticular

4 item number in support of the schools. We have a lot of

5 representation from the schools. We have I believeI I

6 still three superintendents in support of this. I wanted

7 to come out and speak on behalf of them, thanking them for

8 support of this issue as well as the Commissioners for

9 taking attention to this issue and trying to deal with it

10 on an expedited basis.

11 Beyond that, I feel like I could be resourced to

12 you for questions you may have . But if you don't have

13 questions o n this, I could save i t for Item 24 and reserve

14 what I would otherwise share with you on PBIS, UFIS and

15 residential as opposed to commercial, but feel free to ask

16 questions »

17 CHMN. MAYES : Okay . I think Commissioner Pierce

18 has a question.

19 COM. PIERCE: Yes. Mr. Kelly, if we transfer the

20 RECS to the schools, is that unfair to residential

21 ratepayers?

22 MR. KELLY: You know, Solarcity is a very large

23 installer of residential solar systems in the state of

24 Arizona, if not the largest residential installer.

25 We have no intention of hurting that market.
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1 That market is going to be a major par t of our business

2 moving forward and is today.

3 We don't believe that it's going to hurt that

4 market this year or next year by moving that money.

5 money that we believe, on our pro sections, and I believe

6 APS's projections, is otherwise going to go unused. Even

7 if there was a 100 percent increase from the first six

8 months of the year into the second six months of the year I

9 there is going to be plenty of money for the residences.

10 We don't believe that market will be hurt and we don'tI

11 want that market to be hut t.

12 As I said, we are a residential solar installer

13 as well as a commercial solar installer.

14 COM. PIERCE: But my questions is the RECs. W e

15 transfer the RECS.

16 MR. KELLY: So the ability for the school to use

17 solar and then have those RECS apply as a residential

18 package, I feel as if I'm not qualified to answer that

19 totally understanding distribution of RECs.

20 Solar is a very dynamic industry, and I think

21 Arizona is squarely in a place of probably being the

22 biggest solar capital of definitely the United States, if

23 not the world.

24 where those RECS come from for me is not

25 personally imper tent, and Solar City's opinion on that I'm
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1 not really sure. But getting more solar out there is the

2 most important thing. And at this time where those RECS

3 go, I'm not married to, but we just want more solar on the

4 roof tops 1

5 COM. PIERCE: Thank you .

6 CHIVIN. IVIAYES : Okay . Thank you .

7 Commissioner Newman has a question.

8 COM I NEWMAN : Yes. It's really just a greeting

9 because we tried to talk yesterday, and I told you that I

10 probably shouldn't talk because of ex par Te interests.

11 MR. KELLY: I'm learning.

12 COM 1 NEWMAN : So you also are, as Ms. Nowicki is,

13 based out of San Francisco; is that right?

14 MR l KELLY : Yes. Our company is based out of

15 Foster City. I personally live in San Francisco, and we

16 have an office here in Phoenix with I believe about 50

17 employees to date.

18 COM 1 NEWIVIAN : And what is your role with

19 Solar City? Because I know you do you are a very

20 important company, and we are glad that you are doing

21 business in Arizona.

22 What is your role with the company?

23 MR. KELLY: Yes, thank you.

24 I have been with SolarCit:y for three years, so

25 pretty much since the inception of the company. I am now
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1 a national accounts representative. I have been working

2 with a couple of local companies here in order to develop

3 an Arizona solar schools program, a program specific to

4 the schools that addresses the needs o f the schools. So I

5 have an intimate interest in and as well as a knowledge of

6 what has been going on with Deter t Mountain and Coronado

7 and others.

8 COM U NEWMAN : I'm just glad I wanted to give

9 you a chance to introduce yourself to the Commission, and

10 we look forward to working with you in the future .

The question the very direct question that

12 Mr. Pierce correctly asked before is really the crux of a

13 mini debate that will happen when we hear his amendment

14 whether that is today or not I don't know.

15 I hear you say that you are not qualified to

16 speak to RECs, but you do know what RECS are?

17 MR. KELLY : I absolutely do. Renew energy credit

18 is the credit that you get for producing renewable energy.

19 COM | NEWIVIAN : And so with regard I know you

20 are representing your company now, and your company is in

21 all markets.

22 These RECS, o r for that matter any other ser t of

23 incentive I see someone, okay they are important to

24 maintain a residential market; right?

25 MR | KELLY : They are, absolutely. The value of
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1 those RECS to the utility is very important in order to

2 subsidize the cost of solar which is expensive today but

3 going down every day.

4 When I first star Ted three years ago, solar

5 panels may have been $4 per watt, and today they are of ten

6 $2 per watt.

7 So we are seeing that. S o a s the subsidies come

8 down and the cost comes down a s well I think we will meetI

9 good parity and won't be required to have a subsidized

10 program at all.

11 COM NEWMAN : Okay . And you work out of

12 California too. This is my last question. That i s where

13 you generate. We are basically hoping to see you expand

14 i t in Arizona because there is a lot of need here and a

15 lot, as you said, a lot of sun to be harvested.

16 And since we have you here, I know you're only

17 speaking to the school issue today, but if you would, if

18 you have any advice for the commissioners with regard to

19 some things that California has done that might have

20 helped you bring your company to what it is today.

21 By the way, how many employees are you?

22 MR. KELLY: We are currently at about 400

23 employees in Oregon, California, and Arizona. Arizona is

24 probably our largest growing market, moving soon down into

25 Tucson • And I know that our Phoenix office has open
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1 requirements currently.

2 I guess one thing that I have heard today is

3 different carve-outs for different sections of the

4 marketplace and how that may or may not be appropriate .

5 I have noticed in California that we continually

6 have different carve-outs for different par ts of the

7 marketplace. It seems to have been a success I whether it

8 be low-income housing or public entities, commercial and

9 residential.

10 It is such a dynamic market as things change .

11 The American Recovery Act, accelerated depreciation, what

12 might happen next year is of ten an unknown. S o the

13 ability for the Commission to address the dynamic market

14 and be able to make changes and think today we might make

15 a f fantastic decision, that in the middle of 2010 it might

16 be changed by a federal decision

17 Well, the residential markets recently changed.

18 There used to be 3,000 cap on the federal tax benefit, and

19 it was removed. So it's hard to foresee those things .

20 There are a lot of policy people in the room that are

21 trying to keep their fingers on the pulse of that . But

22 it's going to be dynamic. You will probably see a lot of

23 people from solar industries in front of this microphone

24 over the next five years as it grows in Arizona.

25 COM » NEWIVIAN : Well, I thank you coming from San
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1 Francisco and representing your company. And as I said in

2 the introductory remarks, we all support trying to get

3 solar o n schools. It's really a no-brainer; however I

4 there are other issues a t hand.

5 So I thank you for coming, and it's nice to meet

6 you .

7 MR. KELLY : Thank you.

8 COM | NEWIVIAN : I couldn't really say that when I

9 saw you in the hall.

10 CHMN. IVIAYES: Thank you for coming, Mr. Kelly I

11 and I appreciate you being here and your comment and

12 especially your observation that this is an exciting and

13 dynamic marketplace in Arizona. And there were those when

14 we were writing the Renewable Energy Standards who didn't

15 think we should have a distributed generation carve-out at

16 all, that there should be no acknowledgment of the need to

17 spend a significant amount of this money on for the use

18 by residential and commercial solar customers .

19 And luckily we passed a Renewable Energy Standard

20 that quite frankly has the most aggressive distributed

21 generation requirement in the country. I think it's twice

22 as aggressive on a per kilowatt hour sale on a kilowatt

23 hour sales level than any other state that has a solar

24 carve-out o r a distributed generation carve-out.

25 So it'.'s quite frankly, in my mind, one of the few
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1 things right now that makes Arizona stand out, and it

2 suggests that we are a special place, especially when it

3 comes to renewable energy.

4 Is that why you are doing so much business here?

5 MR. KELLY : Yeah . The average kilowatt hours per

6 kilowatt that you would get here in Arizona compared to

7 some areas in California, other states, Oregon, it's

8 significantly better. And the more production that you

9 can get, the better the economics works .

10 So, yeah, Solar city envisions having many

11 hundreds of employees over the next: couple years . This is

12 definitely a state that we will grow meet of our business.

13 CHIVIN. IVIAYES: A state that has a good renewable

14 energy standard for these types of businesses.

15 MR. KELLY: A f fantastic renewable energy standard

16 that allows us to do the business that we do.

17 CHMN. IVIAYES : Real quickly, you are doing the

18 Coronado and Deter t Mountain projects?

19 MR U KELLY : That's correct.

20 CHMN. IVIAYES: Okay . Can you give the

21 commissioners a sense of how many other schools you are

22 talking to or that are ready to move forward with solar?

23 MR. KELLY : Yes. We have a few par tiers that are

24 here in the room that are working different

25 superintendents from different school districts. We are
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1 obviously working with the Scottsdale Unified School

2 District who has many more schools besides the two for

3 this pilot program. So there alone you have 20-plus

4 schools l

5 We are speaking to

6 CHMN. IVIAYES: Do they want to put it on 20-plus

7 schools? I'm trying to get a sense of how much we are

8 talking about here. We are talking about moving

9 $20 million into the schools' program or into the

10 commercial program for schools.

11 I s i t $20 million worth?

12 MR. KELLY: I would say absolutely there is an

13 opportunity for $20 million to be used for schools.

14 would say that with no reservation.

15 Whether i t b e on December the 31st of 2009 when

16 we hit that exact $20 million mark, I can't be sure. But

17 there is way more demand than there is money U

18 I believe that we had some representation of that

19 as 15 to 17 letters came in on Friday of schools that we

20 have been working with, as well as Sundial and other folks

21 that we work with, that are, you know, kind of waiting to

22 see what happens here to understand whether or not they

23 can comfortably move forward and sign SSAS, which are in

24 question today.

25 CHMN. MAYES: Right I And probably almost more

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC | (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 O M Item No. U-22 8/26/2009
55

1 looking at Item No. 24 than anything else; right?

2 MR. KELLY : Yeah, I think that is probably of

3 interest to many people in the school districts right now.

4 CI-IMN. IVIAYES : Okay . Great .

5 Commissioner Pierce.

6 COM. PIERCE: Yes, I just wanted to my

7 question about the RECs, if there is someone else from the

8 company that can answer that from your company.

9 MR. KELLY: Yes. Actually I think we may have a

10 different opinion on that.

11 COM. PIERCE: I decided to key that up for Ryan I

12 because you do have a letter addressing that .

13 My point is that you have a letter to the docket

14 and that maybe you could outline your position.

15 MR. HURLEY: Absolutely.

16 Madam Chair Members of the CommissionI I

17 Commissioner Pierce, I appreciate the opportunity to speak

18 on behalf of Solar City. Ryan Hurley from the Rose Law

19 Group I

20 The company's position is that we are not we

21 don't necessarily want to see the RECs count towards

22 residential. If the Commission feels it's the best way to

23 protect the ratepayers, we would agree with the

24 Commission's decision on that.

25 So ultimately Solar city, they are a big chunk
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1 o f their business which is residential installations andI I

2 everything that would reduce that market in the long run

3 is not in their interest.

4 Does that answer your question?

5 CHIVIN. MAYES: Yes. Thank you, Mr. Hurley, for

6 that clarification.

7 Okay . Now and I want to make sure we get

8 these guys in before we go to lunch. I have a couple of

9 superintendents.

10 John Schmadeke from Agua Fria.

11 MR I SCHMADEKE : Good morning, Chairman Mayes and

12 Commissioners. John Schmadeke, Agua Fria Union High

13 School District superintendent.

14 Recently the Commission received a letter from

15 Agua Fria District, from our superintendent and our

16 present governing board president, in support of APS's

17 proposal to transfer the residential credits to the

18 schools for this year. And we car mainly support doing

19 what is right and f air for everyone in the community. And

20 if it's a one-year transfer that allows us to get going,

21 we are very pleased with that situation.

22 We are challenged in today's school climate by

23 budgetary constraints. I want to give you some numbers on

24 what we spent.

25 Last year, 2008, we spent about $1.365 million on
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1 electricity. In this past year ending June 30th we spent

2 1.343 million. We were able to hold those costs nearly

3 flat through a very expensive conservation program. And

4 we have also gone green.

5 Our district has been pursuing LEED Silver in all

6 its schools. We have the two LEED Silver high schools

7 in the state are Agua Fria schools. W e have a third

8 school that is through permitting but is on hold for lack

9 of funding and on hold because of economic conditions of

10 slowed growth. So we are ready to break ground sometime

11 i n the future on a third LEED Silver school.

12 The proposed project is on Verrado High SchoolI

13 which i s our latest LEED Silver school. It's about a

14 15,000-square-foot building. The project we are looking

15 at could harvest about 685 kilowatt peak from the flat and

16 low-slope roof of that structure. That is a significant

17 par t of our electricity need.

18 In f act, the pro section was that it would produce

19 about 54 percent of our electric need for that school, and

20 that would be a significant step towards a net-zero

21 building, which is, I think, everyone's dream in the

22 renewable building field.

23 We are in a par ownership with Scottsdale and Deer

24 Valley 9 We see that they are leaders in the field. They

25 are doing projects independent of this proposal through
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1 Mohave . But I think that there are many schools behind us

2 that probably lack that experience and expel rise to move

3 quickly on their own and also lack the capital to do that .

4 So we are looking at this solar services

5 agreement as a viable option that any school that has the

6 desire to do this should be able to go forward if there is

7 funding .

8 So I think that if this pilot project proves out

9 then there will be a lot more schools that are waiting in

10 the wings watching that will step forward.

11 CHMN. MAYES : Mr. Schmadeke thanks so much forI

12 coming down here and taking the time out of what has to be

13 a business day at Agua Fria School District.

14 A couple questions: One, it sounds like Agua

15 Fria is very progressive and pretty advanced to begin

16 with, and so would you have done this solar project with

17 or without the ARRA money that is available?

18 MR SCHIVIADEKE : It's not viable for us. Our bond

19 money is basically committed, what is let t of it we

20 have pretty much been through it it's oncer rain when

21 and if we will be able to pass another bond.

22 So without this mechanism we are basically dead

23 in the water to do anything on this. We have been

24 dreaming about doing this for three years, waiting for

25 everything to line up properly. I think we are almost
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1 there . There is one little thing about getting the

2 incentive from APS to make i t work.

3 CI-IIVIN I IVIAYES : So are you I guess my question

4 is, you will get the incentive from APS, which you

5 probably would have gotten anyway, I mean, and her mainly

6 the items that are i n front o f u s today will make sure o f

7 that .

8 B u t  a r e  y o u  a l s o  g o i n g  t o  g e t  A R R A  m o n e y , f e d e r a l

9 stimulus money?

10 MR. SCHMADEKE: No. That is not f  actor ed into

11 this project.

12 CHIVIN. MAYES: It's not f actor ed in? So you might

13 have gone forward anyway.

14 Okay . Are you looking at federal stimulus money I

15 which would probably help?

16 MR. SCHIVIADEKE : B a s i c a l l y  i t : ' s t h r o u g h  t h e  s c h o o l

17 f  f a c i l i t i e s  b o a r d , a n d  t h e y  a r e t a r g e t i n g  s m a l l  d i s t r i c t s .

18 We are too large to be considered on that.

19 CHIVIN. IVIAYES: That is interesting

20 MR. SCHMADEKE : There i s a limited amount o f

21 money, and they want t o spread i t across the state t o

22 basically small pilot projects.

23 CI-IMN. MAYES: Okay . And do you have an opinion

24 about the up-front incentive versus a production-based

25 incentive?
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1 MR. SCHMADEKE : I think the up-front incentive

2 makes it work for us. It gives us a lower rate initially.

3 We are probably looking at 11-cent-per-kilowatt-hour range

4 to get started with it. That would be guaranteed out for

5 25 years .

6 We are currently paying about 10.75 cents per

7 kilowatt hour. So this is just about tiny bit above what

8 we currently pay Aps, and it will be flat. And we are

9 looking at rate increases in the future so we think this

10 is a good move for us.

11 CI-IIVIN. MAYES: I agree. It is a good move for

12 just about anybody who can afford to do it. That is why

13 we are looking for those price decreases.

14 One last question, and then I will hand it off to

15 Commissioner Pierce, but do you can you give u s a sense

16 of how you are going t;o incorporate this into the learning

17 experience of your students? And then also how theI

18 panels will be maintained going forward?

19 MR. SCHMADEKE : Sure . Absolutely.

20 We are looking at having a kiosk in the school

21 where students can go look at it. W e would like t o have

22 information from and most of the providers are offering

23 some kind of web-based web site to go and watch the

24 performance.

25 I think the plan in math and science courses, it
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1 will b e a s f Ar as assessing how the system is working.

2 f act we are doing that at Verrado with your control

3 systems I We are making that available to the science

4 teachers to go in and look at the performance of the

5 system and how much when the chillers come on, how much

6 they are putting out, what the demands are on the system,

7 and how many kilowatts are going into the system, all of

8 those f actors.

9 And the billing can be a great teaching tool .

10 CHMN. IVIAYES : It's very exciting.

11 So you envision that web-based tool will allow

12 your science teachers to incorporate it into their lesson

13 plans?

14 MR. SCHIVIADEKE : That;'s correct and in math also.I

15 CHMN. MAYES : And in math. Great .

16 Commissioner Pierce.

17 COM. PIERCE: Thank you .

18 And I appreciate that your district is a bit

19 ahead of the curve. I'm concerned about those who would

20 like to do it and maybe are not aware of this proceeding,

21 because I don't know how f air it is to shut the door of tar

22 this year. But let's just talk about your district for a

23 second »

24 You are obviously not getting all the things

25
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1 2010, 2011, and other things that you would like to have.

2 So in your mind would you like to see and I

3 recognize that w e have a set o f rules and they are and

4 the people relying on them, but you have heard some people

5 say in public comment that they think that actually

6 residential will absorb the money dedicated to it. And

7 that will put schools on the they will have to compete

8 as noncommercial, if they are going to compete.

9 D o you see - - a s a school district that seems t o

10 have the financial wherewithal to do it, do you see your

11 school district being able to move to the performance

12 power incentive, the PPI?

13 MR I SCHMADEKE Chairman Mayes, Commissioner

14 Pierce, I think that going to the PBI increases our costs I

15 which makes it hard really hard to sell to the

16 constituents

17 If we were currently getting power at 10.7 cents

18 and we will have to pay 14 cents a kilowatt hour that isI

19 going the wrong direction in today's environment. I think

20 with the PBI the money comes later, the costs are higher

21 for the SSA. So I just think the performance-based

22 incentive is fur thee out for us right now.

23 COM. PIERCE: Well, let me ask you this then: S o

24 you really don't: want schools classified as

25 nonresidential, but perhaps they are not residential
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1 And I wonder about, is there a hybrid approach

2 that you think that would work for schools?

3 This may be you know what, probably that is a

4 yes, and I think that is probably something that would

5 take a lot of dialogue and more discussion as we think

6 about it.

7 But go ahead.

8 IVIR. SCHMADEKE : Chairman Mayes, Commissioner

9 Pierce, I would like to see an even playing field that the

10 schools can operate in that takes into account the credits

11 are available and distributes them equitably.

12 It's hard to compete with large commercial

13 installations that are playing way out way out front.

14 And I don't: really like to see tapping into residential

15 either because I want to do it on my own home someday.

16 Pebble Creek is in Agua Fria district. It; seems

17 to be one of the epicenters . Most of those people in

18 Pebble Creek are semiretired. They own their own homes

19 and have big bank accounts and live on retirement income,

20 so maybe there is a difference there.

21 But anyway, I just think schools should be

22 considered when you go for Rh in future cases and account

23 for them and allow them to get their foot in the door, not

24 be overrun by solar f arms and big commercial installations

25 that snag up all the money.
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1 COM. PIERCE: Thank you .

2 CHMN. IVIAYES: Thank you . I appreciate that too I

3 and I am frankly not necessarily opposed to a separate

4 classification for schools as long as we account for that

5 in the funding of it. You know, maybe as we look at

6 increasing potentially the Renewable Energy Standard or

7 increasing our dedication to distributed generation or

8 looking at different kind of incentives, like a feed-in

9 tariff or something else, we can look at a separate

10 category for schools.

11 But anyway, I really appreciate you coming down

12 here and giving us a real-life sense of what the Renewable

13 Energy Standard is doing.

14 MR. SCI-IIVIADEKE: Thank you very much.

15 CHIVIN. MAYES : Thank you very much.

16 Jim Migliorino from Deer Valley Unified School

17

18 MR. IVIIGLIORINO: Chairman Members o f theI

19 Commission, thank you for the opportunity to speak.

20 going to try and not echo some of the same comments that

21 Mr. Schmadeke already talked about.

22 My comments today are intended to show interest

23 by the Deer Valley School District for renewable pro sects

24 on our schools that make economic sense.

25 Deer Valley has had a long-standing commitment to
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1 conservation, and we can represent that in a number of

2 ways, and I want to bore you with those details this

3 of ternoon.

4 We are currently working on 6 megawatts' war th of

5 solar pro sects within our district. And we don't like to

6 mince words; we are asking for special consideration,

7 which quite frankly can be in the form of any of the

8 comments that we have heard today.

9 Quite frankly, it is very difficult to finance

10 these renewable energy projects. We have been working on

11 these pro sects for upward of a year and still have some

12 unanswered questions to date.

13 You know, most notably we don't qualify for the

14 investment tax credits the makers and the otherI

15 opp or munities that would be available to other people

16 doing renewable energy projects.

17 In additional we feel unique to schools. W e are

18 able to use renewable energy projects as a learning lab

19 for our students, and for Deer Valley that means the

20 36,000 students that we serve are going to be able to

21 learn from this endeavor. We are also par tiering with the

22 ASU School of Sustainability on our pro sects. So it is a

23 very viable component to our renewable energy error ts.

24 So for these reasons we urge the Commission to

25 approve the option for schools t;o be considered maybe
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1 different than either residential or commercial just to

2 provide options for Deer Valley to be able to find, I'll

3 call it, the financial sweet spot of being able to fund

4 these renewable energy pro sects.

5 CHMN. MAYES: Mr. Migliorino, you said in your

6 comments on your slip that Deer Valley is working on

7 6 megawatts of solar system; is that correct? How many

8 different schools would that represent?

9 MR. IVIIGLIORINO: That represents seven par ticular

10 sites . Six sites six are high school sites and one

11 elementary site that we are currently working on.

12 about 1 megawatt on each school.

13 And we have received we have been working with

14 Ape, and I want to give them a plug, because we are

15 100 percent within the APS territory. But we have a

16 standard offer. As one of those offerings we have -- we

17 were also responding to the distributed energy

18 solicitation, and so we have five pro sects within that for

19 consideration. And then one pro sect that would need to be

20 funded with an SSA or PPA pending the outcome of the

21 Commission's decision.

22 CHIVIN. IVIAYES: I see, so only one of them would be

23 through an SSA agreement, but the rest went through there I

24 small DG, RFP?

25 MR. IVIIGLIORINO: Madam Chair, I can't speak
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1 specifically as to how they are going to be financed.

2 I could, then we would already have the panels on the

3 roof .

4 CI-IIVIN. IVIAYES: But you're working o n it. Okay .

5 Commissioner Newman.

6 COM I NEWMAN : Yes. I'm curious about I was

7 going to ask the superintendent this, but I was actually

8 very surprised and happy to hear the price component from,

9 not: the Pebble Creek, the Agua Fria District, and so I

10 thought it was market friendly.

11 But are you free to talk about pricing with us

12 today or is that you are a public district, so I'm sure

13 you are willing to share with the Commission, as well as

14 your constituents, what kind of deal you will be getting

15 on the price of power.

16 MR. IVIIGLIORINO: Madam Chair CommissionersI , we

17 are looking at a target of about 11 cents per kilowatt

18 hour for our project.

19 COM 1 NEWIVIAN : The same thing the Agua Fria

20 representative talked about, which I find remarkable and

21 very promising.

22 If other school districts knew about that price I

23 that is something that we need to take recognition of

24 because a lot of people I can't tell you how many

25 people, even representatives of rural co~ops, tell us that
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1 they can't do it, they can't get to that price. And it's

2 important that we take recognition of that, that you get

3 that price up here in Phoenix. You know, I wonder i f it's

4 the same pricing in rural areas as well, which might be a

5 reason why the school f abilities board is taking some

6 recognition of rural smaller districts, if you will,

7 But don't: you think that is amazing, that you

8 will able to get that price that will really help your

9 school districts keep teachers, keep other par ts of your

10 budget in place?

11 MR. MIGLIORINO: Madam Chair, commissioners, yes I

12 I do think it's amazing. Car mainly as the funding has

13 changed for schools, this has become more of an interest.

14 It:'s always been an interest for us, but: I believe the

15 11 cent does speak to the economies of scale for our

16 pro sects being the size that they are.

17 So I don't know that that would necessarily be

18 the case for a smaller project, but I couldn't speak to

19 that because we haven't: enter rained any offers of a small

20

21 COM I NEWMAN : Well, I thank you for coming today.

22 I have one question for the Chair. She will have

23 to get used to this, I guess, but it's ser t of what we are

24 allowed to do.

25 I want t o ask you a question about not only -- we
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1 had mentioned feed-in tariffs before perhaps, but a goal

2 that may be very much in the future of this Commission, or

3 at least we have been talking about, perhaps increasing

4 the Renewable Energy Standard, going out and discussing

5 this with the public. And since you are here, I want your

6 comment and the Chair's comment.

7 If we were to increase the Renewable Energy

8 Standard if we were, would that help schools? And in a

9 sense Iof would we be able to have more incentivation for

10 school districts to par ticipate as well?

11 CHMN. IVIAYES : Well, I think that would depend on

12 how that was structured, and I know in our Staff meeting

13 we will be talking about a proposal that I'm putting

14 forward on that. I think it's similar to the one you have

15 made about going out and talking about these issues.

16 But if it:'s okay, I think we should limit the

17 discussion to the matters before us. So cer mainly it's

18 something that we should continue to talk about.

19 And, as I said, you know, I think the interest

20 that we are seeing from schools does argue in f aver for

21 the Commission making sure and doing everything we can,

22 which I think we are doing today, to see that they can do

23 these projects.

24 Because really, when you think about it you

25 know, it;'s interesting we are sitting here making all of

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC I (602) 274-9944
Phoenix, A Z



E-01345A-09-0263 OM Item No. U-22 8/26/2009
70

1 these connections, but when you think about it, you know,

2 Deer Valley School District is going to expose 36,000

3 human beings to solar energy and to renewable energy, many

4 of whom are way ahead of us on some of this stuff. They

5 are so f Ar ahead of people our age it's crazy. And they

6 are going to demand that generation is going to demand

7 a sustainable energy future and they are already doing

8 that .

9 But when you think about it, those people in ten

10 years' time are going to become homeowners, and they will

be demanding a residential program that is robust enough

12 to allow them to do solar. And hopefully in ten years

13 these incentives will go down and the subsidies will go

14 down .

15 Would you agree with me?

16 MR. MIGLIORINO: Madam Chair I would.I

17 CHIVIN. MAYES: And do you think your students are

18 already excited about this idea? Do they know about it?

19 Do they know that you are looking at this?

20 MR. MIGLIORINO: Madam Chair and Commissioners I

21 yes, they are aware of the projects, and they are one of

22 the catalysts as well as our constituents and our

23 governing board on causing us to look at projects like

24

25 CHIVIN. IVIAYES :
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1 MR. MIGLIORINO: W e l l ,  t h e y  a r e  t e l l i n g  u s ,  qu i t e

2 frankly, that they want to see projects like this. They

3 have an expectation. It's almost a given that we should

4 have them, in their minds.

5 CHMN. MAYES : That's very interesting. Thank you

6 very much for being here.

7 Do we have any other school officials? I don't

8 have any other slips from school officials, but nope .

9 Okay .

10 Drew Zogby from Alpha Energy. Drew .

11 MR. ZOGBY: Thank you, Commissioners, Madam

12 Chair, for inviting us to speak today.

13 I'm Drew Zogby, president of Alpha Technologies I

14 Incorporated. We are out of Washington state and are

15 planning to open our Alpha Energy headquarters here in

16 Arizona •

17 And what I was asked to do on behalf of Ari SIEA

18 was to sci t of give a mention of what has been going on

19 lately with the elimination of funding for commercial

20 pro sects and to support APS's request for an increase in

21 funding to allow the commercial business to get back on

22 track.

23 So we have personally experienced a shutdown on

24 four major pro sects that had to be cut back because of the

25 lack of PBI funding. And with a transition to the UFI
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1 funding we are able to build out these or get these

2 pro sects back on track a t a much smaller scale. I wanted

3 to make it clear as you look at this proceeding that the

4 commercial industry right now is not moving at the pace it

5 should be . It's a bit stalled, and this additional

6 funding will help tremendously to get things back on track

7 in the Arizona market.

8 CHMN. IVIAYES : Thank you, Mr. Zogby. I appreciate

9 that .

10 Do you have a comment, you know, about the

11 Staff's proposal on depreciation and the incentive on the

12 PBI program? Because, you know, it does seem to me that I

13 or at least reining it in a little bit, it seems to me we

14 have to be careful about not allowing this sector to

15 become overheated. I mean, in the one sense it's very

16 exciting that we have all of these commercial pro sects.

17 mean, it's gotten so aggressive that it's almost crowding

18 out the schools, which are supposed to count as

19 commercial, but yet: you are suggesting that it's not .

20 Is it not moving forward because the funding

21 right now is tapped out?

22 MR. ZOGBY: Par t of it is that. Par t of it is

23 the unpredictability of it so we don't know when we make

24 presentations to clients, to set their expectations for

25 time frames and to have actual firm pricing, either on a
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1 full buyout project or in par ownership with a third-par Ty

2 PBI provider. So that oncer dainty has slowed the progress

3 down .

4 Also the economics right now are not quite where

5 maybe some of the other speakers have represented.

6 would be difficult to deliver a ll cent pro sect right now.

7 To just about anybody I would say that would be a pretty

8 f else expectation for people to leave the room with.

9 We are getting to this point in the industry

10 where costs are coming down, which is great. The material

11 cost is over 50 percent of the cost of a pro sect, and with

12 those coming down, it's allowing us to provide more

13 aggressive rates and to have better payback scenarios for

14 our clients.

15 But the PBI right now as it exists today allows

16 us to give a f fairly compelling payback story, but it still

17 goes beyond five or seven years . And when you get into a

18 commercial job where you are into that type of payback

19 scenario, that ability to compete with other capital

20 projects that enterprise is looking at lowers the

21 expectation for a solar job to go through in near term.

22 CHMN. IVIAYES: Thank you.

23 Commissioner Newman.

24 COM 1 NEWIVIAN : Yeah, this is really information

25 seeking, and thank you for coming today.
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1 I'm curious about the 1 1 cents for the school

2 districts, and like I said, I was surprised to hear that

3 number I A lot of times I can't: get that number out of

4 folks for proprietary reasons

5 But what is the reason, you know, for the

6 disparity in that number? When I talked to some of my

7 advisors who are personally advising me, they tell me that

8 11 cents is real or in that range and that you can get

9 that for your customers. I'm just curious about the

10 market and why disparity exists.

11 Is it; disparity exists because you are trying to

12 promote through school systems, getting the best bang for

13 the buck, sort o f the future that the Chairwoman outlined?

14 Is that the reason, you know, I don't want you to

15 disclose your numbers necessarily if you don't want to I

16 but why can't everyone be getting that number if her rain

17 entities can?

18 MR ZOGBY : Well, first of all, I can only

19 speak .-- and I appreciate the question, Commissioner

20 can speak on behalf of what we have seen.

21 And first of all, each pro sect is very different.

22 These are still custom pro sects that are difficult on a

23 commercial scale to make into a cookie-cutter type of

24 approach.

25 But for the most par t if you take into account
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1 the production capability that the system is going to

2 deliver in a real-time case against the total cost to

3 install and operate and maintain a system, we have just

4 not been able to get to that level yet in our analysis.

5 And we have built pro sects around the country of

6 f fairly significant size, and the range direction is there.

7 I f you want t o say i n range can I see i t coming, yes, but

8 is it here today, not on our models.

9 COM U NEWIVIAN : So that would suggest that the

10 Commission be sensitive to, you know, fur thee

11 incentivation or increasing standard the Renewable

12 Energy Standard even more to ser t of help get to the

13 11 cents now so we can really harvest all this sun that

14 people are expecting us to do.

15 MR. ZOGBY: Yes . Chairman Mayes, Commissioner

16 Newman, I would agree to a degree with that .

17 I think the most important thing now, though, is

18 ser t of a predictable plan and a proper funding level and

19 not an erratic funding level. I think we are ser t of

20 getting into that oncer dainty, which is problematic when

21 you are trying to bid jobs and hold a firm bid for the

22 duration of time it takes to get the applications in, say I

23 to APS and then go through the zoning and permitting to

24 build the job. There are things that change midstream I

25 and that makes it very difficult.
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1 premium in, in our case, for instance, to cover the

2 oncer dainty.

3 Now, once we get, I think, maybe another 12 or

4 18 months down the road, the number of systems grow, the

5 experience curve and know-how becomes much better in the

6 area, then we become more predictable, and then we will be

7 able to see competition drive the cost down. And with the

8 way the APS application process works now, where you can

9 actually request a lower PBI if you so choose as a system

10 integrator, that market-driven force will ser t of equalize

11 the situation and get us to what the real numbers should

12 be.

13 COM • NEWMAN : And since I have never met you

14 before, I'm glad you are here.

15 Just describe your company so I understand a

16 little bit more what you do and so because I'm

17 interested in what you do.

18 MR. ZOGBY: well, Alpha Technologies is a private

19 company • We are 30 years in our existence. We are in the

20 power conversion and energy storage business, primarily in

21 the telecommunication business. So we supply, for

22 instance, locally Cox Communication with all the power

23 supplies that run and back up the cable networks here and

24 also nationwide, really around the world.

25 An extension of our business is the renewable
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1 energy sector, where we see as our clients Southeast

2 Solutions, to help them with their business goals of

3 having more managed energy costs and to be able to

4 contribute or take advantage of a renewable energy

5 strategy • We are supporting them by creating a new

6 business enterprise, which is Alpha Energy, and we are

7 doing system integration and actually a product

8 development in the renewable energy space.

9 And new job creation this is my last

10 question with regard to your prospects and, you know,

11 we are accused a lot of being overactive in this area of

12 creating jobs in the business sector. I just want to -- I

13 just want for the record to, you know, understand what

14 this means for our economy, companies like yours coming

15

16 MR. ZOGBY: Well, not to tie together two

17 different things, but the recent legislation, 1403, ser t

18 of incentivized renewable energy companies into the state

19 was something that we were watching closely and behind.

20 Because we feel there are a lot of choices across the U.S.

21 now to place the headquarters in a dynamic renewable

22 energy business. And with the solar resources that you

23 have in Arizona, it was her mainly the most attractive to

24 us, hopefully with the backing of the legislature and then

25 with business-friendly and reasonably friendly policies of
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1 Commission.

2 So, yes, we are targeting to establish a world

3 headquarters for energy business here over the next

4 12 months, and it should generate, you know, quite a few

5 f fairly high-paying jobs that meet the intentions of 1403

6 with engineering and project management, designers and the

7 like .

8 So we hope to be a vibrant par t of the Arizona

9 business community here.

10 COM. NEWIVIAN : So you are one of the companies

11 that GPEC was representing in front of the legislature?

12 MR. ZOGBY: Yes, we are one of those.

13 COM I NEWIVIAN : Thank you . Nice to meet you.

14 MR. ZOGBY: Thank you for having me

15 CHIVIN. MAYES : Thank you, Mr. Zogby.

16 And you were the company that did the Cox solar

17 system; is that correct?

18 MR. ZOGBY: Yes. We designed and built the

19 system at the Cox headquarters over in Deer Valley, the

20 carport structures with the solar panels on top.

21 COM. NEWMAN : That is why I ser t of recognize you

22 because I think Mr. Stump and I and Chairman Mayes were

23 there . I thought I recognized your f ace.

24 MR. ZOGBY: And we just finished a very

25 significant job at the Arizona Game and Fish in that area
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1 a s well.

2 CHMN. IVIAYES: Thank you very much.

3 MR. ZOGBY: Thank you, Chairman Mayes, and the

4 rest of the Commission.

5 CHMN. IVIAYES: Thank you very much. We have two

6 more public commenter, and I would like to try to get

7 that done before we break for lunch, and then we will come

8 back and finish up the items.

9 Bud Amman, Bud.

10 MR . ANNAN : Chairman, Commissioners, my name is

11 Bud Amman. I'm co-director of the Science Technology

12 Institute at the Science Foundation Arizona.

13 I also was hopefully instrumental in getting the

14 first EPS implemented in 2001, and I am here to

15 congratulate you all for staying the course on the REST

16 and to urge you to stay the course.

17 Recently a newsletter came out in f act it was

18 yesterday that said there are 350 policies in renewable

19 energy across this country, 750 financial incentive

20 programs c That is a lot. That is a lot for each

21 individual firm to kind of ser t through, and if every one

22 of those 750 policies change :Lm midstream, you know, we

23 have 750 times whatever.

24 So I am one for just taking a step back and

25 taking a look where we are and saying, do we really need
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1 all of this? And let me star t with my neighborhood.

2 We are no longer early adopters up there. These

3 are educated people. They go out -- and I would urge each

4 one of you to do this, to contact your local installer and

5 say, give me a proposal. The proposals that I have

6 seen first of all, Google your roof and it will tell

7 you where i t will b e placed on your roof, and then will

8 tell you what you're paying during the highest peak demand

9 par t of the day. And say, okay, now if you want to cut

10 that demand by 50 percent, here is the size of the system

11 you need, here is how much money you will save I and these

12 people wind up being educated.

13 So then they come to me and say, should I buy an

14 air conditioner with a $750 rebate with APS or should I

15 put solar on my roof? So we kind of walk through that.

16 And these people -.- and trust me, these are not

17 early adopters; these are people who basically hate

18 government. They are basically making this a decision

19 based on what is good for them. And they have become real

20 proponents in the neighborhood. And they talk to their

21 neighbor. That neighbor then gets a bid, and it snowballs

22 from there.

23 So I just think that you have to be very careful

24 about where you are going in the long term. This

25 residential policy is great.
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1 It's known nationally, and I would not like to see it

2 tampered with really at all. Okay?

3 But then, so you have got this school issue. I

4 think the school issue can be dealt with. I think you do

5 i t a s a pilot error t on a one-time~basis to see what works

6 and what doesn't work. But I see a greater understanding

7 about what tools are available to schools in order to do

8 solar energy installation.

9 There are corresponding the Treasury

10 Department just recently issued the ability for these

11 schools to apply for grants that offset other costs. You

12 know, there are all kinds of vehicles that are available

13 to them.

14 I really would like to see what the school

15 f facilities board has in mind. I don't know. We did hear

16 that one where it's going to be the rule of schools, but I

17 think you need to be educated about what are the tools

18 that are available for schools over the long term.

19 My third point is, I am very interested in moving

20 this par folio standard forward so that it begins to save

21 costs not add to costs.I So one idea that I'm thinking

22 about as I sit here is, schools are in neighborhoods I

23 right? Neighborhood have homes Okay . Maybe that ought

24 to be a target for a real marketing program that the

25 neighborhood that surrounds the school ought to have some
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1 incentives to put solar on their roofs.

2 If that is so, then we have a concentrated par t

3 of a neighborhood that now is polarized and then maybe APS

4 can come in and say, now, do I really need a transformer?

5 We begin to look at where the cost savings can come from

6 if you begin to concentrate this stuff instead of placing

7 it at various places around the state.

8 So those are my three points. The first point is

9 stay the course. Don't make changes Willy-nilly every

10 time somebody comes up here and looks angry.

11 And I think we're moving into a stage where we

12 are no longer early adopters but you are looking at an

13 educated public. And that is a good thing. When a person

14 understands what their kilowatt hour usage is, that helps

15 you, because in the end they will make the right decision.

16 Be flexible. Try to understand how the schools

17 can be brought on board maybe early on, but then have a

18 long-term strategy for putting solar on schools

19 And thirdly, keep a long-term focus on this

20 thing, because I do think in the end it's about saving

21 money, not about adding more costs to our system.

22 I'm available to answer any questions.

23 CHIVIN. MAYES : Mr. Anuran those areI , as usualI

24 very thoughtful suggestion for the Commission, and, you

25 know, one of the things I have been thinking about and I
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1 haven't floated with my colleagues yet with regard to all

2 of this, is that we really I guess we ser t of are

3 hashing it out right now within the context of this

4 discrete proposal, but it really, I think, belongs in

5 either a more generic discussion or a discussion .Qr the;

6 2010 implementation plans.

7 And one of the things .-- and, you know, when you

8 look at those implementation plans, especially APS's, it's

9 very, very detailed. You and I have discussed this

10 before . It's very complicated, a lot of interesting

11 policy or proposals in that one implication plan, let

1 2 alone the other utilities.

13 I was wondering whether we would want to do a

14 one-day workshop on the implementation plans where we

15 could discuss ideas like yours and then decide whether we

16 want to adopt them or not adopt them in APS's 2010

17 implementation plan.

18 What do you think about that?

19 MR U ANNAN : Madam Chairman, I strongly support

20 that . In my opinion, that is one of the more denser

21 documents, if that is the right word. I'm not a star t

22 guy, but I have to tell you, I found it very, very

23 difficult to work through it.

24 CHIVIN. MAYES: Okay . Well and I look forward t oI

25 us talking more about that in the future .
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1 Commissioner Newman.

2 COM | NEWIVIAN : I know we are talking about APS I

3 but we just it's all fresh in our mind yesterday's

4 discussion regarding rural co-ops as well and rural

5 implementation of school assistance as well as residential

6 assistance, but I find your comments very ~- and really

7 possibilities for rural implementation as well.

8 You know, we are talking about the median income

9 being around $50,000. Some places many places in rural

10 Arizona, the per capita income is much less, aroundI

11 believe it or not, 25- or $30,000 a year, which makes it

12 somewhat unaffordable in today's market for residential

13 to pick it up, but perhaps schools can pick it up.

14 But your design there was to ser t of foster

15 neighborhood community par ticipation, which was very fresh

16 in our minds yesterday. To be honest with you, for me it

17 was hard to get through to the executives that were before

18 us yesterday in terms of opening their minds to that.

19 f act I would describe their interaction ser t of a bitI

20 obstinate .

21 What would you recognize for rural

22 implementation, just while I have you here today?

23 MR I ANNAN : Chairman Mayes, Commissioner Newman I

24 again, I think this whole neighborhood thing really works .

25 Take, for example, the City of Maricopa. You
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1 know, where is the City of Maricopa in the overall scheme

2 of electricity? They probably represent the new growth

3 areas, right? But they are not in an APS territory. They

4 are not in a Salt River territory. They are in an

5 Electric District No. 3 .

6 So what does that mean going forward?

7 become par t you know, where are they moving to, and how

8 can the Commission help that whole city move forward in a

9 sustainable way?

10 I think there i s an answer there, but you have t o

11 have the dialogue and the dialogue over and over and over

12 again.

13 COM 1 NEWMAN : Thank you, Bud

14 Michael Nears.

15 MR » NEARY : Good morning good of ternoon. My

16 name is Michael Nears. I am president of Arizona Solar

17 Energy Industries Association, and my company is Deser t

18 Sun Solar.

19 You know, I appreciate some o f Bud's comments

20 about finding the ability to accommodate some of the

21 schools and the other entities that want to do solar.

22 Right now we see ser t of a logjam in the commercial or the

23 nonresidential side and we kind of believe that there areI

24 other solutions that will help free up this logjam and

25 break it loose and allow more pro sects to move forward.
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1 That said, we support raising the cap to

2 $220 million. You know, if we had never seen a change of

3 lot provision in the contracts, we would not be here today

4 because the program would have gone on as it should have

5 gone on, and we would have this long- term commitment;

6 would be there. But there is always a fear of a program

7 being eliminated and leaving someone holding the bag, and

8 that was the reason why we had to do the $77 million cap

9 and now we are looking at the $220 million cap.

10 But that being said, we, you know, support the

11 $220 million level and urge the Commission to approve it.

12 We do feel that the incentive level should remain

13 unchanged and even for schools should be at 250. The

14 system is built was built to the uniform credit

15 purchase program working group, and there is that

16 calculated or ranking project ranking calculator that

17 allows companies to ask for lower incentives if they feel

18 that their pro sects can move forward with that . That was

19 seen as a natural method of lowering the costs of the

20 pro sects and lowering the cost of the incentives. And

21 there is also a 2011 date that the incentive will be

22 reduced naturally.

23 So we urge you to keep the incentive at the same

24 level .

25 And also we believe that any retroactive change
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1 would be detrimental to the projects that are currently in

2 the queue. That may prevent some of those projects from

3 moving forward. At a very minimum it will make people

4 have to resubmit and refigure a lot of these pro sects.

5 You know, w e have worked -.- we met with APS and

6 other stakeholder to try to figure out how we can free up

7 some of these nonresidential-side problems. We feel that

8 there are a number o f things w e can do, whether it:'s just

9 to make sure that the projects that are getting are

10 submitting reservations are firm projects. And I have

11 heard from some of our members that they are being

12 contacted by companies who have reservations and they are

13 asking them to provide bids to them on these, because they

14 have a reservation. That would tell me that there are

15 people making reservations that really don't have all of

16 their ducks in a row before they make that reservation.

17 So we would look forward to working, whether it's

18 a working group at the Commission or working just with APS

19 and other stakeholder, to figure out how we can make

20 changes to the program. It's obvious that this program

21 does need some flexibility. You know, we need to see this

22 the ability of the program to, you know, I guess kind

23 of move around on its feet in order to accommodate some of

24 the situations that arise.

25
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1 that a reallocation of funds so the schools can do solar

2 is a fine thing. We think it should be a one-time-only

3 allocation reallocation of funds and we do feel thatI

4 the RECs should not count towards the residential market.

5 One of our fears at the Uniform Credit purchase

6 Program workshops is that a builder would come in and all

7 of a sudden make reservations for thousands and thousands

8 of homes. And although we probably aren't going to see

9 that in today's market, there are still builders that are

10 still interested in both solar water heating and

11 photovoltaic systems for their homes, and we need to make

12 sure that the residential program would move throughout

13 the end of the year without any interpretation.

14 It would really be disastrous for companies to

15 for the program to run out of funds on

16 December let or so, and that might cost some people their

17 jobs . That would not be a good thing to happen at the end

18 of the year. And it would hurt the growth of the

19 companies that are really coming into the market and have

20 been in the market and are hiring new employees.

21 That really is basically all I have to say.

22 think that as long as we can continue the program, we need

23 some flexibility and transparency in the program so

24 someone can be sure that it's moving forward. We have a

25 successful program. It needs a little bit of tweaking.
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1 I would be happy to answer any questions .

2 CI-IIVIN » 1v1AyEs : Commissioner Pierce.

3 COM. PIERCE: Mr. Nears, it's always good to see

4 you .

5 Since the commercial Si~de~of the program ~is

6 oversubscribed and it will be -.- I think there is yeah ,

7 I think APS said they have $250 million and we are going

8 to approach we will set this, if we pass it, at 220.

9 Don't you think it makes sense to look across the

10 board on this to look at these incentives nowI well I

11 really soon as opposed to letting the natural course that

12 is set in the REST? But really look at these and star t

13 making those adjustments so that we can we don't have

14 to come and have to make adjustments like this, which

15 really committed a lot of money out a long time when

16 obviously the incentive is more the advocate.

17 Don't you think it would be wise to star t looking

18 at that incentive and star t doing the calculus to make

19 that work?

20 MR. NEARY : Well, it always helps to take a look

21 at the incentive and the level you need, but to make

22 premature adjustments can hurt the market and can

23 especially when we do have a mechanism in there to really

24 have more of a free market in solar with the RECS by, you

25 know, allowing companies to come in at a lower incentive
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1 on their own.

2 If you feel if a company feels they can get a

3 pro sect through and it will have an adequate return on

4 investment on a commercial project for a company, they can

always submit flower REC level.~ And in a way ifcfs ser t

6 of a natural method of lowering that incentive. And, you

7 know, we do have a 2011 time frame for reducing the

8 incentive. I just would not want to see the market

9 interrupted by a premature reduction in the incentive, and

10 we know that costs are declining and feel that's the

11 natural method of reducing that incentive, through the

12 calculator would be the best way to go

13 COM. PIERCE: Well, I think we talked about some

14 things, and we set in stone maybe we shouldn't move

15 this at all. Maybe we shouldn't approve 220 and say look I

16 the mechanism is in place for everybody to be able to back

17 and let them compete for a much lower incentive. And, in

18 f act the rules were set for that.I

19 So why shouldn't we just do that then?

20 MR I NEARY : Chairman Mayes, Commissioner Pierce I

21 we need the 220 cap in order for APS to feel comfort table

22 that the law will not change and leave them holding the

23 bag .

24 There are two problems here . One is there is an

25 oversubscription and which we believe could be alleviated

5
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1 through other means by taking a look at the current

2 reservations that are have been made and seeing how

3 firm those reservations are.

4 Like I said, you know, APS has said there is

5 about 13 percent drop in people that drop out: of the

6 reservation process. Other states have seen them as high

7 as 65 percent. So we don't know where that number is.

8 And we won't really know and we really can't know

9 unless we see who was making those reservations and how

10 firm those projects are.

11 But, you know, we definitely need the

12 $220 million cap, the raise of that cap in order APS

13 to be comfort table with moving forward with the program.

14 And, you know, we look forward to dealing with the other

15 side of the issue, whether it be ultimately reducing the

16 incentive or freeing up the logjam in other manners.

17 COM. PIERCE: Well, you know, I want to see

18 flexibility. It would be nice to be able to have that

19 written in and be able to deal with every circumstance.

20 And I think we find, not just in the renewable energy REST

21 rules, it's in any loss of someone's right. You generally

22 can't: account for everything and you have to come back.

23 But I'm really kind of concerned, you know, when

24 you have that when the program is that advantageous for

25 people to take par t in, that tells you something. I hope
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1 we are not spending a dime marketing this program.

2 seems to market itself.

3 I just want to see the level of flexibility to

4 meet how the economics of this really works in the future.

5 I just want to see those come together. I think there i s

6 an expectation of what people are going to pay in a

7 tariff, and it:'s going to go up And I think that with

8 the best bang for the buck -- and they don't want to

9 overpay to incentivize someone. I, as a ratepayer, don't

10 want to overpay to incentivize someone to par ticipate when

11 it would take less and they would be glad to par ticipate .

12 So I am pleased that it's oversubscribed.

13 just worried about what that cost would be in what we

14 probably could have saved by reducing the overall

15 incentives and pushed that along and kept it within the DG

16 but just got more out of it.

17 Thank you.

18 MR. NEARY : Chairman Mayes, Commissioner Pierce I

19 I agree with you more than you think, but I think that we

20 are seeing some ...- we are seeing a constantly changing

21 market .

22 Right now on the residential side we are seeing

23 more and more solar water heating coming through, and the

24 lower cost of water heating is increasing the available

25 funds for other consumers to do photovoltaic. And the
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1 same thing is slowly happening on the commercial side as

2 more and more companies that use hot water are realizing

3 that hot water systems are a good option, and that lower

4 cost of the PBI for water heating systems will also free

5 u p money.

6 So I think we would look forward to taking a look

7 at the incentive structure and at the market, the types of

8 systems that are being sold and the costs of those systems

9 and working to come up with a plan that will meet your

10 goal of seeing that this money is adequately spent and we

11 are not overincentivizing and at the same time making sure

12 the companies are adequately incentivized in order to sell

13 these systems.

14 COM. PIERCE: Thank you.

15 CHIVIN. IVIAYES : We need to take a lunch break andI

16 Kate needs a break. So we still have more public comment I

17 and we have got two more. They seem to be trickling in as

18 we go along in.

19 Let's come back at 2:05.

20 (Whereupon, a recess was taken from 1:00 p.m.

21 until 2:06 p.m.)

22 CHIVIN. IVIAYES: All right. So we will go back on

23 the record. Let's go ahead and get star Ted again.

24 We have four more public comments slips, so we

25 will get star Ted with those. I know I have a couple
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1 Commissioners who will be coming down in a bit.

2 But w e have Dan Hoskin from United Sustainable

3 Energy |

4 MR. HOSKIN: Madam Chairman Commie s lonersI I

5 thanks for hearing me.

6 We our customer base are hundreds of small or

7 medium business owners I and I'm in f aver of increasing the

8 pool of money available from APS; however, I'm not in

9 f aver of you changing the rebate process or the limits I

10 and this is why.

11 Many of our customers depend on the 50 percent

12 bonus depreciation that ends at the end of the year and

13 they have spent money to get engineering done to get:

14 pro sects ready so if they do get a rebate this

15 subscription period that they will be able to complete the

16 pro sect this year and take advantage of the 50 percent

17 bonus depreciation.

18 That bonus depreciation has allowed them to

19 submit reservations under what you're suggesting the

20 targets would be. They couldn't do the project at all at

21 your targets without the 50 percent bonus depreciation.

22 So under the tepid results of reset changing the limits

23 from what they are is that they might not finish the

24 pro sect in time.

25 And I am afraid that if you change it, that

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC \ (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 OM Item No. U-22 8/26/2009
95

1 instead of having the rebate due at the end of August and

2 maybe the decisions made at the middle of September, we

3 you may decide to extend that two or three weeks, which

4 will kill us being able to finish by the end of the year.

5 Our market segment is an incredibly influential

6 market segment. One dentist tells all the other dentists

7 in a study club. One self-storage owner tells everybody

8 at his monthly meeting. They tell their customer base.

9 Just as schools are for the next generation, these small

10 business owners are for this generation.

11 So I am just concerned that if you change the

12 limits that it might cause us to have to have everybody

13 reply to meet those limits and that APS will not be able

14 to choose who to give the rebates to until it's too late

15 to take care of the 50 percent bonus depreciation.

16 Any questions?

17 CHMN. MAYES: Thank you for those comments I

18 Mr. Hoskin. Thank you for your outreach to this whole

19 business community. And we will ask that question when it

20 comes time or inquire about that .

21 Lori Glover has decided t o do make comments.

22 MS. GLOVER: Good morning, Commissioners I

23 Chairman Mayes. My name is Lori Glover. I'm the founder

24 of a company called Solid Energy, and I have been here

25 probably since day one of the REST excuse m e the EPS
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or whatever it used to be called. I haven't been around

2 to meet the new commissioners yet, but except for

3 Mr. Newman came to an open meeting.

4 I have been listening this morning and I wanted

5 to bring up something that frankly had not occurred to me

6 and perhaps to anyone in the room. I was assisted in

'7 writing the Ari SIEA comments. And I haven't been able to

8 figure this out since I found out about APS being out of

9 money, and this issue is addressed to the cap.

10 When we work the thousands of hours on the

11 program and through the working group we are very careful

12 to divide money during the year so that no business would

13 be stalled and not have any pro sects later in the year.

14 When APS announced it to us in a meeting to a

15 number of us, I don't think people really understood what

16 was being said: We are out of the money.

17 At tar the f act it was there was a shock f actor

18 involved. How could we have missed this new issue of the

19 cap dividing the money amongst the time period? So if we

20 had a $77,000 lifetime cap, why didn't we divide it

21 amongst this auction period just like we did with the

22 other money to ensure that we had a program that continued

23 throughout the year?

24 So here I'm sitting with two reservations pending

25 at APS and can't do pro sects this year, you know, unless
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1 w e raise the lifetime commitment. And I think maybe for

2 next year we probably should divide the lifetime

3 commitment cap amongst the auction periods just like we do

4 with the regular money.

5 So I'm really just here to say that this is

6 pretty critical to businesses like mine. I'm a solar

7 thermal manus lecturer/installer, and unlike the

8 photovoltaic industry, we are very new to the market. And

9 we are kind of just getting going. To tell us we can't do

10 any more business through the end of the year is not going

you know, I'm going to have to lay off the people

12 that I just hired, and that is not and one of my

13 customers is not going to get money for a system that is

14 already being installed, which is not going to be a good

15 thing I

16 So I just want to say, I know we have gotten off

17 on the school things, but I didn't want us to lose sight

18 of to me this is a critical critical issue that II

19 would like the Commission to act on today so we can all

20 move forward with projects sitting there, at least get

21 going I

22 Thank you .

23 CHMN. IVIAYES : Thank you, Ms. Glover. We will

24 raise that, the auction period issue, with the company

25 when the time comes.
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1 Ms. GLOVER: I also wanted to comment on

2 something you asked Mr. Amman.

3 I would be very much in f aver of a workshop. We

4 have been working APS is now working really well with

5 industry, and I think we are going t;o try to have a

6 meeting prior to the open meeting on their 2010 plan. And

7 in the future it would be great if we could do a meeting

8 even before they were planned.

9 So I think that would be a terrific idea.

10 CHIVIN. IVIAYES: Yes, and I agree, and that i s why I

11 was thinking about that. I t seems to me that a lot o f

12 these issues need to be worked out before we

13 least discussed before we get to open meeting because this

14 feels like a workshop right now It probably shouldn't

15 feel like a workshop. It should feel more like decision

16 day .

17 I am not complaining because I love this stuff I

18 but, you know, it probably -- from a procedural standpoint

19 it would be better to get this stuff hashed out .

20 ms. GLOVER: I will say I am surprised I said,

21 well, we will go sit there all day and the Commissioners

22 won't let us talk, so this has been a bit surprising.

23 But you are right. I think we need to hash these

24 issues out.

25 And I wanted to ask Commissioner Pierce a
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1 question.

2 I didn't: get the sense that you felt comfortable

3 with the discussion about the oversold nonresidential

4 why the program is currently oversold, and I wanted to

5 address that, if I could, just momentarily.

6 A s I understand i t and I'm kind of new with

7 being involved with the PV industry because I'm kind of

8 Ari SIEA. So I'm now involved with the commercial solar

9 par t of that group.

10 So as I went to a meeting to write or deaf t some

11 comments for the group, I heard a lot of things I didn't

12 understand. In this situation what I heard was, there are

13

14

a couple of huge projects out there that have taken up all

So if those don't go, we willof the reservation money.

15 have a lot of money let t over.

16 So maybe we need to tighten up how we allocate

17 funding with big projects. And also the other thing that

18 I think has come out is, if pro sects f all out of bid, what

19 do we do about that? Do we overbook or double book like

20 an airline or do we just not meet our requirements, which

21 I don't think we want to do?

22 So I think we need to work out the processes and

23 procedures for the 2010 plan to make sure this doesn't

24 happen again. But I car mainly hate you to take it that

25 the market is overheated because I really don't think that
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1 that is where we are.

2 COM. PIERCE: And actually my light is on.

3 I agree that there could be some anomalies that

4 could drastically change the circumstance that we are in

5 now n And actually I thought about, if there shouldn't

6 b e just as the banks and the financing arms have fees

7 and other things that go along, that if somebody f alls out

8 and really puts us behind they have a reservation and

9 they f all out and something doesn't happen, that there

10 shouldn't be something that that there is a penalty

11 involved, and not because I want to collect money but

12 because before people get in line they know that they have

13 their act together. Something to maybe encourage

14 responsibility in that, that would because I know that

15 is a problem. I didn't address that but I have beenI

16 thinking about what ...- how you address that to make sure

17 that doesn't happen.

18 The other part is, should there be should

19 there be categories, and how many within this big category

20 do you allow? And should there be some scoring mechanism

21 to say, look, we have this especially, you know,

22 location may be par t of it, where we want more distributed

23 generation where it's at.

24 So I think that what you bring up are a couple

25 things that probably need to be addressed. That is not
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1 the type of thing we would be talking about for the next

2 implementation plan-type workshop, but maybe it is. But I

3 think that is a bigger discussion that I think all the

4 stakeholder need to have to try to rectify y that . Because

5 I think that is something that will be an ongoing :Lssue if

6 you get a number of large applicants in the queue and just

7 one of them f alls out, it could skew things, and it puts

8 people in a position where maybe they go in a different

9 direction than they need to. All of these things could be

10 voiced and talked about and hopefully a solution.

11 As a matter of f act, I would invite the industry

12 t o come back with a solution and let us deal with them.

13 Ms. GROVER: Chairman Mayes, Commissioner Pierce I

14 we are currently in the middle of star ting discussions

15 with Ape, and it's actually about the 2010 plan. And I

16 know APS has made some steps to address some of those

17 issues, and we would just like to take it fur thee actually

18 for the 2010 plan to make sure we can work out as many

19 kinks as possible now that we have a program working.

20 COM. PIERCE: Thank you, Madam Chair.

21 CHMN. MAYES : Thank you.

22 Mark Holman.

23 MR. HOLOHAN: Madam Chair Commissioners I'mI I

24 Mark Holohan. I am the solar division manager for Wilson

25 Electric . We are the largest Arizona-based electrical
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1 contractor, and we work primarily in the nonresidential

2 solar market.

3 I am obviously here in f aver of fixing this

4 problem that has kept the incentives program from awarding

5 projects over the last several mQ4r4§, since April. ~do

6 think there is another important dimension in considering

7 the Staff's repot t. I was in California for several years

8 in the solar market, and I see history repeating itself.

9 The program did live as intended to do, stimulated a lot

10 of interest. We have gotten to some critical price points

11 now where the demand has accelerated. And S O now w e are

12 f acing the decision of how to best match the demand and

13 supply of money.

14 This par titular limit is an indirect measurement I

15 and it's unfold lunate that it has stopped activity when

16 there has been enough money to fund annually error ts in

17 this space. And so assuming there is a strong sentiment

18 to keep this cap in place, we need to make sure it's set

19 high enough so it doesn't give us a bad trigger for

20 shutting the program down again.

21 The Staff report has suggested that $200 is the

22 appropriate level to set this at. And I understand that

23 math that was done by APS means that that level would

24 achieve compliance in 2009 and '10 with a big assumption,

25 and that i s that all o f those pro sects get built.
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1 I saw in California in 2005 the Federal Express

2 truck pulled up with three years' worth of incentive

3 applications, and there was a 62 percent completion rate I

4 so a very major dropout rate.

5 And I would say that there are two things going

6 forward in looking at our program in Arizona that affect

7 Number one, the psychology changes dramatically when

8 there isn't enough money. When there is plenty of money,

9 people don't file these applications until they are pretty

10 sure they want to make a decision. Now it's become the

11 major hurdle to get across to decide if it's even worth

12 spending time on the pro sect. So that motivates people to

13 submit earlier rather than later. So, yes, there should

14 be some more working group error ts to deal with that in

15 various ways.

16 Second, we are also seeing a much higher rate of

17 solar services agreement activity, which now introduces

18 the financing dropout as another issue, and that is a much

19 higher percentage. I f w e achieve a mature market that

20 California has, than we could see over three-quar tees of

21 the deals coming in under solar services arrangements. So

22 again, that's another effect on raising our dropout rate

23 from historical levels.

24 So I would suggest that under the REST program

25 for 2010, just four months from now APS says we should
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1 raise this limit to $570 million, so why should we turn

2 pro sects away now that could come back in four more months

3 just because of setting this limit at only 220 million?

4 That doesn't seem to make sense to me.

5 I happen to be represer1ti~ng~a~couple of the large

6 pro sects that are in that mix, so car mainly you know where

7 I'm coming from on this. And I wil l also say that those

8 are corporations who have done a great job in setting

9 example of sustainability and are complementing their

10 overall error ts by doing some solar projects. And these

11 are outside of the metropolitan Phoenix area, which also

12 helps spread the money around the state . So they would be

13 great projects to see happen.

14 But car mainly the dropout rate hasn't been

15 considered with the 220 mil l ion l im i t . That is probably

16 the biggest deficiency And we want APS to comply with

17 the standard, so why wouldn't we just limit our

18 reservations to the compliance level. That vii dually

19 guarantees noncompliance if you do that. So we need a

20 higher limit or you will be guaranteeing noncompliance.

21 One other feature of the Staff report I would

22 like to comment on, they suggested that we go back to the

23 presaging period of applications to give them a chance to

24 reduce their funding requests. Car mainly that would be a

25 good option.
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1 And then they have also suggested that we change

2 the level going forward.

3 intent was to award all of the pre-June 30th pro sects up

4 to the extent of the cap and then let forward-looking

5 pro sects being submitted, see if there is any additional

6 money available. I think you know from the statistics

7 that the likely event is, that the June 30th applications

8 will then be sufficient to eat up all the remaining cap so

9 then our program will be shut down again for the rest of

10 the year until the 2010 program is put in place.

11 And it's very different to maintain a program and

12 get the investment by companies in marketing and other

13 error ts when you have a stop-and-star t feature to it.

14 Consistency is very important

15 S o I would advocate that we raise this limit so

16 that we don't have a shutdown of the program for the last

17 four months. And meanwhile, and under the 2010 program we

18 look to see how we could tighten up the dropout rate that

19 will be growing quite a bit large than it is in the past.

20 CHMN. IVIAYES : Okay . Commissioner Pierce, are you

21 okay?

22 COM. PIERCE: Yes.

23 CHMN. IVIAYES: Commissioner Newman.

24 COM I NEWIVIAN : Fascinating testimony. Thank you

25 for your experience level.
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1 You mentioned historical déjé Vu experience that

2 you are having. I guess your main recommendation is to do

3 something with the limits, but I wanted to just ask you

4 about the this dropout rate phenomenon, how to go about

5 making rules more flexible. mean, but at the same time

6 keeping this residential carve-out ser t of in place.

7 The way that you understand it, APS had sort of

8 in this astonishing ser t of meeting room I guess it was

9 astonishing to some people; I don't know if you were

10 there they kind of gave notice that they were at their

11 limits, and that changed the whole economy of planning for

12 your company. Probably had to lay off folks, I imagine.

13 I imagine people

14 Is that what happened not you personally, but

15 some of the companies that you are involved with?

16 MR. HOLOHAN : I expect that is the case. Our own

17 company has many other activities besides solar I

18 COM • NEWMAN : So I'm just trying to understand

19 this 60 percent. You know, you have to figure out and APS

20 and the Commission has to figure out that, you know, how

21 d o w e monitor this? It's really in APS's hands.

22 trying to find a way to phrase it.

23 How do we monitor this six out o f ten

24 par ticipation, and shouldn't APS be, you know, cognizant

25 of this six out of ten pro sects actually getting off the
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1 ground, and then we can make the rule flexible enough to

2 oversubscribe? You described it as an airline reservation

3 or booking problems.

4 So I'm trying to understand -- I have never had

5 to develop rules in a public policy sector be similar to

6 airline reservation booking, if you will. Do you

7 understand? How do you achieve the efficiencies that the

8 industry is asking? And we have to give some flexibility

9 and discretion to APS in our rules. How do we do that?

10 Are you willing to what kind of language do you use

even for that?

12 And this is becoming like a workshop in a way.

13 MR. HOLOHAN: Yes. Chairman Mayes, Commissioner

14 Newman, yes, there are several ways to go about setting

15 appropriate policy. And I also didn't: mention that the

16 larger renewable project have even a much higher dropout

17 I saw a quote in Nor Rh American Clean Energy last

18 month that said in large pro sects the dropout rate is

19 80 percent, 80 percent.

20 So think in the overall context of the Renewable

21 Energy Standard, we are depending on APS to comply in all

22 the sectors, and the larger portion is outside of the DG

23 program in a realm where the pro sect dropout rate

24 historically, this author claimed, was 80 percent.

25 For solar thermal type of projects?
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1 It's renewable energy in general: wind, large

2 solar u

3 So that is an important perspective for the

4 commissioners to consider. Is it wrong to let us

5 overccbmply in the GG ~world to make up~for potential

6 sectors that under comply while still maintaining fiscal

7 responsibility?

8 I guess the short answer is there are things you

9 can do to the rules under the implementation program that

10 will reduce the dropout rate. I'm not a f an of putting

the deposits down like California does. And I would say

12 that the school market is probably likely to have the

13 biggest impact from that kind of ruling because they would

14 have the most difficulty to come up with some cash to put

15 in an additional payment program. You would probably hit

16 that market the hardest with that kind of a rule.

17 But that is something to consider. Right now

18 there is a six-month period between filing a reservation

19 and having a contract in place, and car mainly the solar

20 services agreement is a complicated agreement that will

21 have lots of legal interaction and take time to do. But:

22 that i s changing that contract period could be another

23 way to tighten the requirements and put this reservation

24 filing later in the sales cycle.

25 COM J NEWMAN : So some ser t of contractual
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1 performance bond kind of thing? Surety or some type of

2 damages clause, something like that?

3 MR 1 I-IOLOHAN : Commissioners we l l the f i r s tI I

4 concept is how long does someone have to hold a

5 reservation with no consequences? APS ~has a contract that

6 they  s ign ,  but  that  s t i l l  has  l i t t le ,  i f  any ,

7 consequences »

8 So then the next step is, do they present proof

9 of advancement i n  t he f o rm  o f  a  c on t r a c t  w i th  a  s o l a r

10 integrator? That  could  be moved up to  t i ghten the

11 compliance rate.

12 Never tieless, there are still plenty of power

13 purchase agreements that have been signed and no financing

14 ever evolved because of the difficulty of reading the

15 financing markets.

16 So i t  i s  a  d i f f i cu l t  ques t ion. I think you

17 should expect a cer rain dropout rate, which is

18 substantially higher than what we have seen with very few

19 solar services agreements and plenty of money around to

20 fund the program.

21 COM. NEWIVIAN: And  I  j us t , as the l a s t  q ue s t i o n  I

22 have and I guess t h i s i s  a  ques t i on  f o r  APS  too t h e y

23 are signing contract with folks. They are reaching their

24 limit u

25
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1 could drop out even though they have entered into an

2 agreement with APS?

3 MR I HOLOHAN : I actually am working on about

4 14 megawatts of projects. We changed the rate on them.

5 It's not really a certainty that those project swill

6 happen • W e will have t o see what the rate i s and do the

7 math on i t and find out. And again, they're solar

8 services agreements, so finance is still her mainly an

9 uncertainty that we have to be sure we can get.

10 COM l NEWMAN : So there is a possibility -- they

11 claim that they reached their limit back in April. They

12 really didn't; reach their limit because we are not taking

13 into account this oversubscription

14 MR U HQLOHAN : The point I'm making is

15 reservations do not equal renewal generation. Our program

16 doesn't provide for the substantial dropout rate that we

17 will be seeing as we move into a different world than we

18 have been in.

19 COM NEWMAN : Thank you so much for your

20 testimony.

21 CHMN. IVIAYES : Thank you . I appreciate it.

22 Lee Felicia no.

23 MR. FELICIANO: Good afternoon Madam ChairI I

24 Commissioners. My name is Lee Felicia no. I'm with

25 carbon free Technology. I am EVP and principal of the
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1 company, and we are a solar pro sect developer. S o our

2 primary role in the industry is to help finance

3 nonresidential solar projects.

4 And in anticipation of one of Commissioner

5 Newman's questions, last year our ccmpeny enabled the

6 financing of 13 solar pro sects across the country with a

7 market value of about $43 million, roughly 6 megawatts in

8 three different states. So I only say that to stress the

9 point that we are very f familiar with the economics of

10 solar. You know, it's all about what can we bring the

11 cost per kilowatt hour down to, and I want to pref ace my

12 remarks with that.

13 So generally we are in f aver of raising the cap

14 to 220, and I'm not going to repeat some of the comments

15 that Mr. Holohan made, but I'm in agreement with all of

16 them . I believe that, you know, we need to hit the 220

17 just to get APS at compliance because I believe

18 $77 million is not going to get them to compliance.

19 And car mainly if we can go beyond that, we would

20 like to see that. But I think the other important f actor

21 to consider is that lowering the PBI rate is something

22 that we are in complete opposition of because I have

23 heard a lot of testimony here today and I have to say that

24 some of it is perhaps not quite informed.

25 You know, I guess one of the comments I agreed
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1 with that Mr. Zogby made earlier is that the economics of

2 each project are different. And so one cannot simply

3 assume that because this school got a deal for 11 cents

4 for kilowatt hour that we can all get the same deal. That

5 is absolutely not the case.

6 And, you know, if you were to discount the PBI

7 from say 18 cents down to 16.2 cents, all other things

8 being equal, that equates t o a n increase i n the customer's

9 rate of 1.8 cents per kilowatt hour.

10 So, you know, if you are looking at a 10 cent

11 let's just use 10 cents as an example if you are

12 looking at an agreement a solar service agreement where

13 the price star ts at 10 cents per kilowatt hour, by

14 reducing the PBI, all of a sudden their costs just jumped

15 18 percent, right, to make up for that difference.

16 And I think, you know, one of the other

17 misconceptions in this market and we see it across the

18 board one other misconception of the market is that I

19 you know, the economics of solar are such that people will

20 save money. It:'s a no-brainer; people will save money and

21 that is why they want to do it. And, you know, we vet

22 I mean, this is what we spend our days doing, vetting

23 pro sects, find out which ones are economic and which ones

24 are not. I can assure you that the majority of solar

25 pro sects that are brought to our attention are not
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1 economically viable if the criteria is they will save us

2 money |

3 Okay . So there is still a premium attached to

4 solar. Again, like I said, it:'s pro sect specific, so some

5 pro sects work better than others, All right?

6 People ask me, what is the rate for an SSA? And

7 I tell them somewhere between 7 and 2 8 cents. Because

8 that is the range of pricing that we have seen based on

9 different projects we have seen.

10 So I would just like to make that point, that I

11 think we would like t o see w e are not

12 philosophically we are not against the idea of lowering

13 the incentive levels and, by the way, from cur

14 perspective, from our investors' perspective, it doesn't

15 really matter if it's an up-front incentive or a PBI as

16 long as the number is right. That is what really matters.

17 So I think it; would be a mistake to lower the

18 rates now without us having more information about what

19 applications are currently in the queue and which ones of

20 them are actually going to come to fruition.

21 CHIVIN. IVIAYES: Thank you, Mr. Felicia no. I

22 appreciate you being here

23 That is all the public comments slips I have.

24 there any additional public comments?

25 Mr. Pozefsky from RUCO.
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1 COM 9 NEWMAN : Talk about everyone talk first and

2 then come up

3 MR. POZEFSKY: Good at ternoon, Madam Chairman,

4 Commissioners. Daniel Pozefsky on behalf of RUCO. I have

5 been sitting back listening and -just want to tell yon Now

6 much I appreciate having the opportunity to speak before

7 you on such an issue that is as important as this.

8 You know, we have looked at this issue, and we

9 have tried to study it as carefully as we can. And I want

10 to impress upon you how important it is to RUCO that these

11 schools get funded. I mean, that is, from our standpoint I

12 not only a star t thing to do but a necessity. I n f act II

13 will explain to you why and explain to you why if that

14 doesn't happen we think that would be a detriment to

15 ratepayers.

16 We talked a little bit about how schools are a

17 natural for PV and renewable energy in economy. When you

18 think about it and look at consumption levels, schools are

19 a natural fit. Consumption in schools for the most par t

20 is going to be during the morning and in the early

21 of ternoon. Schools get out around 3:00, mid at ternoon.

22 At that point the power that is being generated on the

23 grid or by the PV system still keeps going. It actually

24 puts power back on the grid at a critical point . Then

25 again in the summer, when schools are mostly out, not
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1 consuming a lot of power, there is a it goes back onto

2 the grid.

3 So from RUCO's standpoint, schools really are

4 critical. And when you have an opportunity such as you do

5 here to use this and t o allow s;:~11Q~o 1~sI to not do it, we~

6 think, would be a detriment to the ratepayers. I n o t h e r

7 words, if you are not going to if you can reduce the

8 electrical bills through PV, through alternative fuels

9 like we are talking about here, alternative methodologies I

10 you are putting more money back to the schools for

11 education, which is really an interest to ratepayer.

12 P l u s u n l i k e a l o t o f n o n r e s i d e n t i a l e n t i t i e sI

13 a n d  w e a r e n o t s o s u r e t h a t w e w o u l d  n o t c o n s i d e r t h i s

14 n o n r e s i d e n t i a l o r t h a t w e w o u l d c o n s i d e r t h i s

15 nonresidential schools have many characteristics that

16 are in line with the residential ratepayer. mean ,

17 schools are not profit. Schools are, for the most par t I

18 for the education of our children, which is every

19 r a t e p a y e r ' s o r  m o s t r a t e p a y e r s ' s t r o n g e s t d e s i r e o r s t r o n g

20 interest, I should say. S o a l o t o f t h e t r a i t s o f s c h o o l s

21 are lined up with ratepayers'.

22 So when we looked at this, if you have an

23 opportunity, like you do here, where you have a situation

24 with the nonresidential credits actually having had

25 reached the limit and having reached your cap, and then
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1 you have a surplus on the residential side, if that

2 presents an opportunity to get schools funded or to get

3 schools using these credits, that is something that RUCO

4 would supper t.

5 So f rom RUCO's  standpoint  we th i nk  the

6 residential ratepayer would actual benefit from the

7 funding and also by applying the credits or using the

8 credits from the residential for the schools.

9 As f  Ar  as t h e  c a p  b e i n g  r a i s e d  f r o m , I t h i n k I

10 $77 million to $220 million, you know, our position on

11 that i s we read in the Staff report that there was not

12 going to be an impact to ratepayers in 2009, but we don't:

13 know whether there will be an impact to ratepayers in 2010

14 and 2011. S o we were concerned about that. U n t i l  w e  k n o w

15 whether there will be an impact, I'm not really in a

16 position to comment. Obviously if it's going to raise

17 rates  and there  wou l d  be  an  impact , then that  wou ld be

18 something we would have to take into consideration.

19 So I  t h i nk  tha t  p re t t y  much  sums  up  ou r  pos i t i on I

20 and I would welcome any questions.

21 CHMN. MAYES: Commissioner Newman.

22 COM. NEWMAN : Thank you, a couple questions .

23 I'm glad you came up in four Rh position, you

24 know, t r y i n g  t o  h i t  a  g rand  s l am  w i t h  t h e  s choo l s .

25 I t ' s true; it's a no-brainer for schools. And
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1 someday it occurred to me -- I have been thinking about it

2 because I have been talking to people other than

3 homeowners other thanI they are called the proletariat

4 group, the people that rent, which is interesting. There

5 are a lot: of people out there that rent, and we don't

6 really talk about them very much at this body.

7 But I will give you a sot ball, in a sense,

8 because I have been thinking of this lately. A lot o f

9 these incentives incentivize homeowners which isI

10 car mainly good. A lot of them incentivize business andI

11 we are talking about school incentives now.

12 But you talked about ser t of a ~- Mr. Stump is

13 not here . We all have these philosophical discussions

14 about distribution of wealth in society, but in a sense

15 the school carve-out if that were somehow talked about inI

16 the future, that is a good way to get to renters who have

17 to pay into this fund but don't: get the full power of

18 of the price they are paying for the tariff.

19 Do you see what I mean?

20 MR. POZEFSKY: I do, and I couldn't agree with

21 you more u You are right; we are fixated, as we tend to

22 be, on the homeowner since it's really the homeowner who

23 is going to be putting these systems on the home when you

24 are talking about residential.

25 But: there is a f air and probably a large segment /
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1 especia l l y  now when you ta l k  about  the economy, you know,

2 with greater then 50 percent mortgage foreclosure rate I

3 you  c an  be t  t h a t  t h ose  f o l k s  a r en ' t  ou t  t h e re  buy i n g

4 houses, not only now, but for at least the next couple

5 years I These are all people that are still paying into

6 t h e  s y s t e m  o r  s t i l l  p a y i n g  e l e c t r i c  b i l l s , and you are

7 right, I mean, one way they can get some bang for the buck

8 or  some  bene f i t  i s  t h rough  t he  s choo l s .

9 S o  t h a t i s  a n o t h e r  c l a s s . I  am gl ad you had

10 mentioned that. I t h i n k  i t ' s  a  g r e a t  p o i n t  .

11 COM - NEWMAN :

12

I f I were to write a piece about

this, which is  k ind of d if f icult to do as a judge, I think

13 I  wou l d  t a l k  abou t  t ha t , i n f act, p robab l y  t a l k  a bou t  i t

14 more  when  I 'm on  the  road ta l k i ng  to  peop l e .

15 It came up earlier, and since you are here I

16 mi gh t  as  we l l  ask  you  the  ques t i on , t he  i dea one  o f  the

17 amendments has notice to  a l l the school d is t r i c ts . I  know

18 for a f act, at least my office has tr ied  to  contact a l l

19 the education bodies to  le t them know about this debate

20 and other  debates  that  are  happen i ng, the  next  i tem, and

21 a l l the important cases that are coming our way with

22 regard t o  t h e  d i s t r i bu t ed  gene ra t i on .

23 So I know that I have attempted to make notice to

24 the s c h o o l  d i s t r i c t s . I t h i n k  m a n y  o f the m ar e aware ;

25 although, I haven't: personally called Bisbee School
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1 District which I could do.I But I'm only one person.

2 So I tend to support this notice concept to

3 school districts, but since you are up here representing

4 residential ratepayers, it seems to me that this is a

5 wonderful advertising moment, ii you would, to get mass

6 communication out to a l l  APS customers that you know I

7 t h i s i s  a n  i d e a l  m o m e n t , n o t  t o  s a y  w e  w o u l d  t a k e i t  a w a y

8 necessar i ly, not to make i t a pern ic ious announcement but

9 an opportunity announcement to say, by the way, we are

10 doing this right now; but this is what the deal is with

11 r e s i den t i a l incent ives. And however that i s

12 adder rising I don't want to micromanage but that we

13 could really create a good message opportunity.

14 I t w o u l d  b e  e xp en s i v e , bu t i t i s  a  g o o d

15 adder rising opportunity to tell residential ratepayers

16 what really is going on right now with, as one person put

17 i t , i n  t h e  n e w  a d m i n i s t r a t e ; i v e ' s  p o l i c i e s and what i t  m ea n s

18 for res idents.

19 MR. POZEFSKY: Yeah .

20 COM I NEWIVIAN : So would you support a notice to

21 all ratepayers?

22 MR. POZEFSKY: Yes. Let m e yes, and let me

23 elaborate, if I may.

24 This goes to Commissioner Pierce's Amendment

25 No. 2 and to the l e t t e r that Commissioner Pierce had and
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1 on the segue of the one today on this issue.

2 I have heard a bunch of questions being asked up

3 here that I think are f air questions: Is this f air to

4 ratepayers, you know, if we do it this way? How i s i t

5 f air? And the responses you are getting are from the

6 solar companies; you are getting it from the ratepayer

7 advocate l But the people that are really going to give

8 you the answer from the horse's mouth is the ratepayers I

9 the people themselves. And that is a way to provide

10 feedback to address some of these concerns that you are

11 talking about.

12 A no t he r c o n c e r n t h a t I have o r t h a t we t a l k e d

13 about in our office, about how ..- it's a practical concern

14 on how this is going to work. Because if you do do a

15 residential credit, which again I said we were in f aver

16 of, if it's going to be treated as an up-front: credit, you

17 have a problem like you have that problem of, are

18 schools going to take the money right up front and follow

19 through? That is the problem with the up-front credit.

20 So we kind of, you know, trying to figure out how

21 is that really going to work, I heard a gentleman from one

22 o f the d i s t r i c t s say, w e can't d o i t b y the PBI, the

23 production-based incentives, because that's just not

24 pract ical On the other hand, you know, from RUCO's

25 perspective, these are some of the concerns we have.
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1 Well, those incentives are also what assure people I

2 ratepayers, and everyone else, that what is happening is

3 being followed through.

4 So I think that this process you are talking

5 about would allow to get some feedback on things like

6 that, which I think are necessary. Now, the practicality

7 of it, can you do it in two weeks? Because we all know

8 the pressure we are under to get this going, that that is

9 another concern.

10 COM » NEWMAN : That is true.

11 MR. POZEFSKY: But I do agree with you

12 Commissioner, absolutely.

13 COM | NEWMAN : And the last question, this is a

14 natural -- Chairman Mayes and I have expressed concern

15 about skewing the residential carve-out, which makes our

16 distributed generation par folio so unique and powerful .

17 Your office's position on that? You didn't

18 actually state that.

19 MR. POZEFSKY: When you say skewing

20 com l NEWMAN : Skewing, basically potentially

21 well, because they haven't used their allotment this year,

22 we are pushing the money over there, but do you want to

23 speak to maintenance of the residential carve-out?

24 actually don't know what your new position is for your

25 I knew what Mr. A1'1ern ' s beliefs were.
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1 MR. POZEFSKY: All right. Let me address that.

2 It's a f air question.

3 We think that it's important that the Commission

4 not set itself up for f allure. I n other words theI

5 Commission has set up goals that were aspiring to

6 50 percent . There is 31 million let t, as I understand.

7 At least in the short term, if we can use that

8 31 million and get the goal of actually meeting the whole

9 requirement, :Lf that is going to be done through schools

10 by giving credits, carving out to schools that otherwise

11 would go residential, then we are okay with it. W e would

12 support it.

13 COM U NEWIVIAN : Well, I have a contrary view. My

14 view and I had no idea that .-- I'm not being a lawyer

15 asking a question I didn't know. I actually had no idea

16 what your answer was going to be It's interesting that

17 you have that view.

18 I have a contrary view, and my view is that

19 and I feel this way about all of the companies that I use

20 :Lm rural co-ops and whoever is out there that we are

21 par tiering with to try to improve Arizona's power

22 industry, the import and expo t, the whole deal, that they

23 should be out there working with the communities, that I

24 you know, they have you know, APS has done a better job

25 o f that.
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1 But, I mean, if I were the Residential Utility

2 Consumers Office and that office that I voted to maintain

3 in the legislature and wanted to, I would be perhaps using

4 some of my money to be out there making sure that the

5 $31 million was being utilized, _nQ1:__only as .an .ad.yQ.s:a.t;e at

6 the Commission, but making sure they know it.

7 So you take half a legal position in your office

8 and you could help canvas and you could help the utilities

9 canvas |

10 I 'm not try ing to be in your f ace about i t .

11 saying I disagree with that position. I think we should

12 be doing more to take the opportunity to incentivize the

13 residents .

14 MR. POZEFSKY: And our -- i f we had a choice II

15 mean, our preference would be that the money that is

16 allocated for residential use, the extra 31 million,

17 actually would be used by the residential ratepayers .

18 don't think we would argue that we would rather carve it

19 out for questions or for things that are non

20 COM » NEWMAN : That is what I thought I heard you

21 say .

22 MR. POZEFSKY: Yes, that is what we are f acing

23 now .

24 And I totally agree. We totally support the

25 Chairman's amendment on the notice and getting more notice
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1 out and doing all w e can a s f Ar as marketing.

2 You know, you raise a good point, whether our

3 office could contribute t o that and I think that i sI

4 something I know Ms. Jeri cf i s i n the audience that

5 w e will take back and consider.

6 COM b NEWIVIAN : I have thought about it, sure.

7 MR. POZEFSKY: I think that i s a good thing.

8 COM I NEWIVIAN : It would follow your mandate, I

9 think ,

10 MR. POZEFSKY: Yeah . I don't think s o I don't;

11 think we actually are that much opposed. I'm thinking

12 more in line, you know, what are we going to do now with

13 what we are f aced with, that we have this extra

14 31 million? Surely we would want to see it used by the

15 residential community; but if it:'s not, we have a vision

16 of something to do that makes sense; that is our position.

17 COM l NEWMAN : Thank you.

18 MR. POZEFSKY: Thank you, sir.

19 CHMN b IVIAYES : Well, first of all to this point I

20 Mr. Pozefsky, you don't think that we should use this

21 proceeding today to make a wholesale change in the

22 Renewable Energy Standard, do you?

23 MR. POZEFSKY: No . No.

24 CI-IMN. MAYES: So you don't think we should use

25 this proceeding to count schools or any other commercial
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1 entity toward the residential requirement of the REST, do

2 you?

3 MR. POZEFSKY: On a permanent basis, no.

4 CHMN. IVIAYES: Okay . So you agree with me, which

5 is that really the only issue here, is getting $20 million

6 to the schools so that they can use it this year?

7 MR. POZEFSKY: That is why I pref aced my comments

8 with how important it is for schools. I mean, that is our

9 first priority. As I said, the credits is something

10 that is our position on the credits.

11 CHIVIN » IVIAYES : And so you think maybe that is an

12 issue, if it is an issue for one or two commissioners or

13 multiple commissioners I don't know how many

14 commissioners are leaning that way but that might be

15 something better let t for the implementation plans?

16 MR. POZEFSKY: Yeah, I don't think I

17 CHMN. MAYES: Or workshops?

18 MR. PCZEFSKY: I don't take issue with that.

19 CHMN. MAYES: Okay . I have to challenge you a

20 little bit about your newfound concern over UFIS, up-front

21 incentives.

22 We have had up-front incentives here at the

23 Commission in the state of Arizona for almost 10 years.

24 It's the only way we do w e have done residential

25 systems for 10 years or more, and it's the only way before
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1 PBIs that we did commercial systems. And I don't remember

2 a single time of RUCO ever complaining about that.

3 Where are all and are you suggesting somehow

4 that schools would be less likely to maintain their

5 systems if they got up-front incentives? ~ don' t

6 understand that. I think they actually would be more

7 likely to maintain the systems when they have hundreds, if

8 not thousands o f students who are interested i n them,

9 hundreds of teachers who are teaching using the solar

10 system in their lesson plans. I just don't get that.

11 MR. POZEFSKY: Okay .

12 CHIVIN. IVIAYES : I don't get the implication either

13 that homeowners wouldn't take care of their systems, but

14 go ahead.

15 MR. POZEFSKY: No that is f air.I And I don't

16 want t o sound trite about it, but I can give you two words

17 to answer that question, that is "new director. ll

18 CHMN. MAYES: Clay . Fair enough. I appreciate

19 the honesty there.

20 Well, maybe Ms. Jeri cf can come forward and tell

21 us why she is so concerned about the up-front incentives.

22 And if there is a real concern, I look forward to hearing

23 a persuasive argument about that.

24 IVIR | POZEFSKY I Let: me ...- before I look back and

25 pray I still have a job, let me say this, it's not that
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1 it's ser t o f a new concern or one that is all of a sudden

2 we have taken a strong position on I think it's more

3 something that we were talking about; we were trying to

4 figure out how this is going to" work, if it would make

5 difference.

6 I don't know you know, we haven't been

7 intricately involved in the industry. So to the extent

8 that we have been involved, we are kind of evolving our

9 position and going through on some of these things.

10 We were just thinking about it, I think, from a

11 practical standpoint. Okay, if you do present a

12 residential credit to the par ty, it would not be a

13 nonresidential concern, you would be doing it with an

14 up-front credit; would that be something that the

15 schools we wanted to hear from the schools.

16 that is more what we were thinking about .

17 So these are just things that are going through

18 our thought process and our concerns, but I don't think we

19 have taken a strong position against it, by any means .

20 CHMN. MAYES: Okay . I want you to keep your job,

21 so I won't ask Ms. Jeri cf to come forward. I'm sure she

22 won't do that anyway; she knows what a great lawyer you

23 are .

24 Commissioner Newman Commissioner Pierce.

25 COM u NEWIVIAN : I just wanted to make a quick
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1 comment n

2 For the record, his head turned slowly.

3 CHMN. MAYES : Okay . Commissioner Pierce.

4 COM. PIERCE: Thank you, Madam Chair. Hey, the

5 mike works.

6 You were I was going to help you a little bit

7 with the UFI

8 MR. POZEFSKY: Actually it was your letter I

9 Commissioner Pierce, that was one of the things that we

10 were talking about that kind of got us thinking.

COM. PIERCE: Yeah . Let me read this to you.

12 4.5 under the Attachment B of our REST rules, "As par t of

13 APS's payment of the UFI the utility will be given

14 complete and irrevocable ownership of all RECS expected

15 from system production for 20 years, the expected or

16 planned effective life of the DE system. ll

17 And then on the last page of Attachment B it says

18 this, "On occasion these systems, which received the UFI I

19 will be removed from the par ticipant proper Ty prior to the

20 end of its agreement term without permission of the

21 Also on occasion the system, which had received

22 a UFI, will be in need of a repair which par ticipant does

23 not plan to complete. If either situation occurs and if

24 despite reasonable error ts on the par t of Aps, the

25 par ticipant will not reinstall, repair the DE system, then
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1 APS will continue to reflect in its annual compliance

2 reporting the annual historic energy production up for the

3 system until the agreement term for the system has been

4 completed. ll

5 Which simply means that if we thought we were

6 going to get the power and we didn'l; get the power, we

7 still get to count it.

8 MR. POZEFSKY: Right •

9 COM. PIERCE: How is that a benefit to

10 ratepayers?

11 MR. POZEFSKY: I don't know. I'm trying

12 would have to think that one through.

13 COM. PIERCE: Well, I think about transparency.

14 How is that transparent?

15 MR. POZEFSKY: Again, I can't answer your

16 question. I don't you would think that you would

17 think that if that were the case, if they didn't get it I

18 then they shouldn't get the credit.

19 COM. PIERCE: So you don't agree with that

20 policy?

21 MR. POZEFSKY: Well, I didn't say that.

22 COM. PIERCE: I'm sorry.

23 MR. POZEFSKY: I think, you know, I would have to

24 go back

25 COM. PIERCE: Just a second. I looked in the
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1 back too and I understand that I - - I want t o ask you

2 things that you can answer. So if you are uncomfor table I

3 just tell me that.

4 MR. POZEFSKY: Yeah, I would be uncomfor table

5 answering it, Commissioner Pierce, unless I fully

6 understood what the reason for it was, and then I would be

7 in a better position. And I don't off the top of my head.

8 I can't recall what the reason for that provision was. So

9 I really can't answer you.

10 COM. PIERCE: Well I think the reason was, itI

11 was something that APS wanted. If the money is invested,

12 they want the credit because there is not going to be

13 money to replace that; it's already been spent on the

14 residential system. And so there is no way for them to

15 recover Iit so there is no way to move and recover the

16 power that they didn't get.

17 So I think that was more I could ask APS what

18 the reason was for it butI

19 MR. POZEFSKY: Yet it still counts.

20 COM. PIERCE: But yet it still counts.

21 MR. POZEFSKY: You make a good point. I don't

22 feel comfortable answering.

23 CHMN u MAYES : Mr. Pozefsky, do you think net

24 metering is also an incentive for homeowners and

25 businesses and schools to continue to maintain their
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1 systems for the longest period of time since they are

2 being paid for the production through net metering as

3 well?

4 MR. POZEFSKY: I would agree with that .

5 CHMN • MAYES : okay . Thank you .

6 All right. Mr. Hogan, did you want to provide

7 any comment? Your letter is in the docket. I see you

8 here . Mr. Pozefsky wrote a letter, and he is here. Did

9 you want to say anything?

10 MR. HOGAN : I don't have anything to add to what

11 I put in the letter.

12 CHMN. IVIAYES: Okay . And Mr. Rich is

13 MR. RICH: Chairman, Members o f the Commission, I

14 did have a request on behalf of Rob Kelly who has already

15 spoken. He spoke to the school issue, and I think earlier

16 there was some inclination that maybe the first round was

17 public comment and hopefully there is only one round

18 that would deal with the school issue, but he does have

19 comments o n the UFI issue. I know he has been up, but if

20 there is an opportunity for him to speak on that, if now

21 is the appropriate time, he would like to.

22 CHMN. IVIAYES: Sure .

23 MR. KELLY : Thank you for hearing me again.

24 I think I might be a resource to help you

25 understand why UFIs are rather protected especially in a
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1 situation where it would be with the school.

2 co1v1 1 NEWMAN : Rather protected?

3 MR. KELLY: That they will be fully recognized,

4 the RECS, through the full term of the agreement rather

5 than the suggestion that maybe that system will no longer

6 work at some point and that the RECS will still be counted

7 for APS although the system is not producing renewable

8 energy 9

9 I think the concern that I'm hearing from the

10 Commissioners is that an up-front incentive

11 disincentivizes the person to keep that system running

12 over the course of that agreement.

13 Am I mistaken that?

14 COM 1 NEWMAN : Well, it's not my statement.

15 CHMN. MAYES: It's Commissioner Pierce's.

16 MR. KELLY : If I could speak to you directly, I

17 would like to share with you kind of how it works again.

18 I do believe that there is many sets of eyes on

19 this system and therefore the up-front incentive to ensure

20 that it's producing at its peak performance throughout the

21 term of that agreement.

22 In the case of the school, one thing I didn't:

23 think of that Ms. Mayes brought up is it will be used for

24 education purposes so people will actually be watching our

25 monitoring screen at all times. They will see the blip in
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1 the screen that says something happened; something is

2 wrong with that.

3 But the systems that we will put on these schools

4 will be financed likely by a strong bank in our community I

5 whether i t b e U.S. Bank or other banks . And they are~very

6 much -- ScarCity is very much incentivized to make sure

7 that they receive their full internal rate of return that

8 we promised them on the beginning of the 15- or 20-year

9 investment. So that is one person that will be watching

10 it very closely.

11 Solar City as well is going to have to watch it

12 very closely, not only on their behalf but our own

13 investment's behalf. We are not a third-par Ty to this

14 system I We are the operators and maintainers of that

15 system n So we will be the ones responsible to roll the

16 trucks when we see that anomaly.

17 The last set: of eyes is actually we proactively

18 monitor every single system that we put out in the field.

19 If we see an anomaly in that production, again we are

20 rolling trucks from our operation and maintenance par t of

21 the operation.

22 So the up-front incentive merely allows us to

23 court the banks that are currently available as tax-equity

24 investors in this otherwise oncer rain climate of

25 That their production may f ail, I would see
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1 that a s not a risk a t all. I hope that I can maybe help

2 you see that there are plenty of people that are

3 incentivized to make sure that it:'s producing at its best

4 throughout that 20-year term.

5 CHIVIN. MAYES : And I appreciate that Commissioner

6 Pierce has a question, but I appreciate, Mr. Kelly, your

7 comments about the f act that Solar city is monitoring these

8 systems • I mean, I met your founder, Mr. Lyndon Rive, and

9 it's interesting. Your company is interesting because

10 you do have that feature where and I think he

11 invented it, actually where you are able to monitor

12 remotely all of your systems to see what the output is and

13 t o see what i s going on.

14 So I think that's I have of ten wondered

15 whether we need to consider that whether that

16 whether other installers need to be doing that as well

17 because I think it's an important feature.

18 MR. KELLY : And I forgot the last set of eye I

19 which is the agreement that we signed with APS or SRP or

20 any other utility, which requires us to make sure that the

21 system continues to perform. That is a fit Rh f ail safe ifI

22 you will.

23 CHMN. IVIAYES: Okay . Commissioner Pierce.

24 COM. PIERCE: Well, thank you, Madam Chair.

25 And I don't I think that I have a level of
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1 comfort with the schools that but really, it's not

2 you know, I wasn't a par t o f writing that, and I think

3 that it was probably included on the behalf of the

4 utility, so the utilities are concerned about that issue.

5 MR. KELLY : Sure .

6 COM. PIERCE: That is why, you know, when I read

7 that and I bring it up, they were concerned about

8 electricity that they paid for or production that they

9 paid for that they are not that may not be there, that

10 they just want to make sure that they can still count it.

11 So it really wasn't that much of my issue as one

12 that was a n issue a t the time . And as we all know, only

13 Commissioner Mayes was here during that period of time

14 when those things were fine-tuned. And that was included

15 for a reason, and it's because they were concerned about

16 paying up front and having no leverage over a residential

17 user, is the reason, I think.

18 And I don't know whether it's APS or one of the

19 other utilities that we regulate -- or that the group

20 decided that is something that they wanted to be held

21 harmless for. But they are by the under the REST.

22 MR. KELLY : Sure .

23 CHMN. IVIAYES : Okay .

24 com . NEWMAN : Just a quick question for

25 Mr. Pierce if I can.I
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1 CHIVIN 1 MAYES : No. No. No. Commissioner II

2 don't want to cut us off here but it's 3:00 and weI

3 haven't even gotten to the applicant yet or to the other

4 par ties, SO

5 COM. NEWMAN: I will just make a comment

6 CI-IMN. MAYES : Okay . Great .

7 COM » NEWMAN : just to Mr. Pierce's point.

8 It may be true, but this is what I reason: This

9 discussion is very much linked to that oversubscription

10 issue, as well, that was brought up earlier.

11 Now, it seems to me that, you know, that is some

12 ser t of if it's true that it's some ser t of insurance

13 that APS put into the model when I wasn't here as wellI

14 but this issue also is very much linked to the

15 oversubscription; instead of getting credit for it I

16 perhaps we need to fine-tune the oversubscription there so

17 they maybe wouldn't get credit because they are signing up

18 bad risk by getting credit.

19 Do you see where I'm -- bad risk.

20 I mean, people are f ailing out, and there should

21 be some ser t of performance bond or something in the

22 system I It's linked to what Mr. Pierce was bringing up.

23 CI-IMN. MAYES: And I think it goes to the question

24 of whether there is really a problem here Because, you

25 know and I guess that is a good segue to the applicant
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1 a n d  o n e  o f t h e  q u e s t i o n s I  w i l l  a s k , w h i c h  i s , a r e we

2 really going to run out of money? How many of these

3 p r o  s e c t s  a r e  r e a l l y  g o i n g  t o  h a p p e n .

4 I  mean, o b v i o u s l y  I t h i n k  m o s t  o f  u s  u p  h e r e  w a n t

5 t o  s e e  a l l  o f them happen, b u t l e t ' ~ s  g e t  a n  u n d e r s t a n d i n g

6 o f t he s c o p e  o f t h e  p r o b l e m  b e f o r e  w e s t a r  t  m a k i n g  b i g

7 changes I

8 So Ms. Scott .

9 ms. SCOTT: Good at ternoon, Commissioners.

10 Do you want an immediate response to your

11 question or would you like me to lead into it?

12 quite sure where we are at in the process.

13 CHIVIN » MAYES : Neither am I, frankly, I have to

14 admit.

15 MS. SCOTT: Would you indulge me in making my

16 opening statements and then we would move on from there I

17 if that would be all right?

18 CHMN. MAYES: Yes.

19 Ms. SCOTT: Commiss i one r s , we  b rough t t o d a y  t o

20 you an issue that has significant impact on our program,

21 a nd  a s  w e  ha v e i n  t h e  p a s t , w e  b r i n g  t h e s e i s s u e s t o  y o u

22 because they require policy decisions, and frankly,

23 sitting here listening to the discussion today, the

24 complexity of this and the kinds of decisions you have to

25 make, I don't envy you.
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1 But when we made this filing we knew full well

2 this was a policy decision, and par ticularly when it came

3 to the school component and our suggestion of a

4 possibility of a way to handle it, we felt like we owed it

5 to you to come up with some kind of a some kind of a

6 plan, understanding that you would be making the policy on

7 that .

8 As it stands our nonresidential commercial

9 program is at a standstill. We have no ability to take

10 any more reservations And in April when we found that we

11 were we had f Ar more reservations than we expected, we

12 immediately addressed the issue and brought that to you.

13 That was our $220 million request. I t was a n additional

14 143 million over what you had already approved.

15 That amount of money will bring us into

16 compliance for 2009 and 2010 for our nonresidential

17 program I This is really a huge success. W e have reached

18 compliance. We have that kind of uptake on that . And a s

19 it is with different products in the marketplace I

20 different sectors get involved with uptake. I think

21 Chairman Mayes was talking about early adopters earlier

22 So considering the economic crisis that we are in

23 today, I think it's important to let you know, under our

24 residential program, we have doubled the amount of uptake

25 this year. And keeping that in mind is really, I think I
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1 very important; this is just a natural rolling out of the

2 rules, the industry, and it doesn't necessarily roll out

3 perfectly.

4 So we have brought you these issues that when in

5 July in the procedural conference and there ~was

6 m e just star t back with, there has been a few comments

7 about the timeliness of us bringing in the school issue .

8 We understand that that was only in July; however, we only

9 were really aware of the impact of this sitting in the

10 procedural conference in the Solar City docket when we

11 realized it's not only Deser t Mountain High School we are

12 looking at, which even with the even i f the 220 million

13 is approved today, still may not get their funding in time

14 to get their program operational, unless we address this

15 school issue.

16 But the discussion was that there were many

17 schools that would be lining up before year-end. And I

18 believe it was very clear that this is really an important

19 issue to the communities to the Commission for ourI I

20 customers, and so that was the reason that we brought that

21 to you immediately. We certainly didn't want to go all

22 the way through you making a decision on Solar city only

23 for us then to say to you, oh, by the way, we have funding

24 problems •

25 So I apologize to those par ties that feel like

ARIZONA REPORTING SERVICE I
www.az-reporting.com

INC • (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 OM Item No. U-22 8/26/2009
140

1 they did not have sufficient time to look at this. Again,

2 we felt like we needed to get it to you as soon as

3 possible .

4 And I think that maybe our intentions in filing

5 that may have been -_sQm.ewhe1;__mLse9_r;s_t_1:u,ed . APS is-y3r¥

6 committed t o our residential customers. We have even

7 though the program lags behind the commercial customers at

8 this point in time, we have doubled that . We have doubled

9 the amount of those residential customers this year in

10 these economic times. And in large par t that has been

11 done as a result of the marketing error ts we have made .

12 I would venture to guess that most of you have

13 seen or heard our TV and radio ads . Mr. Maurer is

14 available and has all kinds of updates for you to let you

15 know exactly where we are statistically with how many

16 reservations we have and the kind of adder rising we have

17 done . And I think it would be probably help inform your

18 decision today if he would update you with those number

19 So again, with your indulgence, I will turn the

20 microphone over to Mr. Maurer.

21 MR. MAI-IRER: Good of ternoon, Madam Chair,

22 Commissioners 1 Thank you for the opportunity to provide

23 you with an update on our programs offering incentives for

24 distributed energy installations.

25 I think you are all aware we have programs for
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1 residential and nonresidential installation and those twoI

2 arenas are treated a little differently.

3 To date approximately $14 million in up-front

4 incentives have been expended or committed to over 1,400

5 residential install lotions . In 2008 ~j_n~total approximately

6 830 installations were completed. Together these will

7 result in over 7.2 megawatts of residential installations .

8 Today we have $34 million of uncommitted

9 residential funds. Our nonresidential programs offer both

10 up-front and production-based incentives to nonresidential

11 customers I Through our up-front incentive program we have

12 committed $1.8 million to 53 nonresidential projects, a

13 diverse range of technology.

14 Our production-based incentives have fully

15 committed over $70 million in lifetime costs to customers

16 interested in installing approximately 15.5 megawatts. We

17 have received requests for an additional $215 million

18 worth of lifetime commitments for a total of approximately

19 $285 million worth of lifetime commitments.

20 Our request today to increase our authorization

21 to $220 million offers us the opportunity to exceed

22 compliance even through 2010. If all of these systems are

23 installed by APS customer sites, over 55 megawatts of

24 distributed energy capacity will have been accomplished at

25 nonresidential locations.
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1 Awareness of our programs with customers has

2 increased by over 120 percent since 2007. Par ticipation

3 in our residential programs has more than doubled even in

4 these challenging economic times. W e attribute this t o

5 Qvgr §,700 TV and_radiQ §pots ca1Li49_Q4r customers EQ

6 take action. That is over 11 spots per day since January

7 of 2008.

8 Our cooperative marketing error ts have resulted

9 in a reach of over 3.9 million customers. 1.6 million

10 direct-mail pieces have been sent to APS customers calling

11 them to action towards distributed renewable energy

12 installations.

13 Consumer demand and interest in this arena has

14 resulted in a near tripling of the number of installers

15 providing both solar electric and solar thermal

16 installations across the state. We have seen introduction

17 of new technologies never before installed at our customer

18 sites in 2009.

19 We have introduced important new programs in

20 2009, like our distributed public assistance program I

21 which has resulted in the installation of approximately

22 70 photovoltaic and solar water heating installations at

23 low-income residences.

24 Additionally we have launched our Energy Star

25 Homes Program that offers developers additional incentives
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1 to commit to building solar communities in Arizona.

2 We believe these error ts and these numbers

3 reflect our commitment and our enthusiasm for

4 administering these nationally-recognized programs.

5 I 'm ava4.Q1;2Le to answer _§;;_3L q3§stions_ yo.g_ m_ay

6 have . Thank you .

7 CHMN. IVIAYES : Commissioner Kennedy has a

8 question u

9 COM » KENNEDY : Thank you, Madam Chair.

10 Madam Chair, Ms. Scott, thank you so much for the

11 information you gave us earlier. I want t o make sure I

12 heard you correctly.

13 You said that APS has already reached compliance?

14 MS. SCOTT: With the approval of the $220 million

15 in PBIS. Without the approval we will not reach

16 compliance, but if you approve that additional 143 million

17 for a total of 220 million, we will reach compliance in

18 2009 for the nonresidential component

19 COM I KENNEDY : Just a hypothetical, Madam Chair I

20 Ms. Scott, would you agree that maybe it:'s time to

21 increase the percentage?

22 MS. SCOTT: I'm sorry. The percentage?

23 COM ¢ KENNEDY : The requirement that well, you

24 know what, I will rephrase it because I want to let me

25 come back to the question because I want to make sure that
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1 I have my question answered correctly. Okay?

2 Thank you .

3 CHMN. MAYES: Well, let me jump in while

4 Commissioner Kennedy is forming that question.

5 Ms . Scott,~Qbviously we~heQz~e I jus; want to

6 I know I asked you about this yesterday, but we have now a

7 number o f amendments from Commissioners, one of which

8 would split off this school issue from the PBI issue.

9 Again, I want to get APS's thoughts and views on

10 this issue, how the Commission whether the Commission

11 needs to act today, whether acting on the schools issue

12 two weeks from now is adequate .

13 Can you give us a sense of that?

14 ms. SCOTT: Chairman Mayes, as I said yesterday,

15 both of these issues are urgent and need to be addressed

16 as quickly as possible.

17 Delaying the school issue for two weeks, at least

18 related to the Deter t Mountain High School, based on the

19 discussion that I had with Solar City, it appears that that

20 pro sect will go forward if you delay it for two weeks .

21 That is the best can I tell you. I don't

22 understand what their installation time frames are. So

23 but I did ask them that yesterday, and they said that they

24 could make that work with that. Now, I think they also

25 mentioned that well that is an increased risk it'sI I I
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1 two weeks less.

2 But from APS's point of view, there is a sense of

3 urgency for both of these issues. Our main issue a t this

4 point is that we have all of these reservations of which

5 - .we can do nothing abort until w.ga___g_§t.-_t_11§,-1;.- PBI at_c_ap_.

6 That is our biggest concern at this point, and we

7 recognize the need for the schools. But as to the

8 specifics of whether two weeks is going to put those

9 schools a t risk that i s the best answer I have for you.I

10 CHMN. MAYES: And I guess the answer is, we

11 know, which is why I actually -- I understand the urgency

12 o n  t h e  P B I i ssue  I t o o , b u t I  a c t u a l l y  t h i n k i f t h e r e i s  a n

13 urgency, it's with the schools' piece.

14 MS. SCOTT: I don't; believe that I understand

15 wha t  you  a r e  say ing .

16 CHIVIN. IVIAYES: Because i t seems to me that that

17 piece is even more urgent given the stimulus package

18 provisions, given the f act that we are not really sure

19 whether not moving forward could damage them. So that is

20 why I personally think we ought to move forward today, but

21 w e  c a n  c a r  m a i n l y  d e l a y  i t  b y  a  c o u p l e  w e e k s i f i t : ' s

22 necessary »

23 I saw Commissioner Pierce i s out with at least

24 two more amendments. I t l o o k s l i k e  h e  m a y  b e  r e a d y  t o

25 move forward today, or where those
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1 COM. PIERCE: Those are just in case.

2 CHMN. MAYES: Oh, just in case. Just in case my

3 colleagues agree with me that we should move forward?

4 right I Okay .

Well, I mean, ~I don't know, but and ms, ~Scott I

6 do you think I understand, I'm a big notice person,

7 too but it's strikes me thatI I don't know.

8 Does APS believe that there are a number of

9 schools out there that would come in in two weeks and be

10 involved in this process who are not here today? 11; seems

11 to me we have got many schools here. They are represented

12 also by, to some disagree, Mr. Hogan. Now RUCO apparently

13 represents the schools. So it seems to me they have

14 got -- and Solar City, you know, they have got a lot of

15 representation in the room.

16 Again, I don't understand the need for delay, but

17 does APS think that if we wait two weeks we will get a

18 whole bunch more schools coming in here?

19 MS. SCOTT: Chairman Mayes, honestly, I don't

20 know the answer to that.

21 And just a point of f act, I don't know if this

22 brings comfort t or not at all, not in this docket, but in

23 the Solar city docket we have filed a letter in the docket

24 over concern about a contract clause, which was then

25 amended by Solar city and that is not an issue anymore.

5
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1 The point I'm trying to get to is, in that f i l ing

2 we used a list of schools from the procedural order, which

3 is l iterally 17 pages' worth of schools. So while not o n

4 this issue, the schools did at least know about the other

5 docket. I Q911' t _know if t1;§1t_£i-ve s. -381.1 _-§mI1y <;.9miQ;-§- i3

6 this par titular case or not, and I just offer that to you.

7 I don't personally know whether more schools

8 would come in than what you had have today, and I'm not

9 aware of, you know, whether all of them have

10 of the issues. And I just don't know the answer to that.

11 CHMN. IVIAYES: And again, I noticed that long l ist

12 of schools, too, when I was reading through the docket.

1 3 Did those schools how did they get on your

14

15 ms. SCOTT: The note here says that this is from

16 t h e  p r o c e d u r a l  o r d e r  i n  t h e  S o l a r  C i t y  d o c k e t . S o I

17 believe when the procedural order was issued, that the

18 Hearing Division the Commission's Hearing Division

19 actually provided that to all of these schools.

20 Again, a separate docket, but being heard today.

21 I  d o n ' t  k n o w  i f  t h a t  a n s w e r s  y o u r  q u e s t i o n s  . I t 's just

22 someth ing when  I  wa s  r ev iew ing  my  do cumen t s , I  r e a l i z e d

23 t h e r e  w a s  a  l o t  o f  p a g e s  a n d  m o s t  o f  i t  w a s  n o t i c e .

24 CHMN. MAYES: Okay . A n d  I  a p p r e c i a t e  t h a t .

25 A n d  t h e  o t h e r  r e a s o n  I  f e e l  c o m f o r t  t a b l e  m o v i n g
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1 forward today is that quite frankly all of my amendments I

2 especially my amendment No. 1, would help the schools.

3 would give them $20 million. I'm not sure how they would

4 be harmed by being given $20 million.

5 So ;[m rpt ogre the_ they are going go Hg al;

6 that into the whole REC-trading issue, but maybe they will

7 be. But there will be another opportunity, in my mind,

8 down the road for them to jump into this issue, especially

9 in your implementation plan.

10 Commissioner Pierce.

11 COM. PIERCE: Sure . Why not:

12 Did you do this to my mike? Did you switch them

13 out?

14 COM I NEWIVIAN : Mind control.

15 COM. PIERCE: Anyway, I think about the notice in

16 the Solar city case; couldn't you have done that same thing

17 in this one?

18 ms. SCOTT: Chairman Mayes, Commissioner pierce I

19 we could. We didn't think of that, to be honest with you.

20 COM. PIERCE: The reason I originally put my name

21 on the board is to ~- you know, it was brought up that I

22 have two amendments and that they were just in case. But

23 it is really revealing here in that we don't shop around.

24 You know, this isn't very we do everything like that.

25 At least, you know, my experience is that we do this stuff
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1 in open meeting. S o sometimes i t looks a little bit

2 disjointed and ugly, but that is because we are

3 transparent.

4 So as I heard that, Commissioner Mayes, yeah, I

5 didn't know any QtMer way todo it Just in Qase I last

6 my one amendment, I wanted to be ready on that other side

7 of that.

8 CI-IIVIN. IVIAYES : Are you calling us disjointed and

9 ugly? It wouldn't: be the first time I was called

10 disjointed.

11 COM. PIERCE: I t wasn't. Madam chair, I need to

12 put the mike on and put it on the record. No I, was

13 talking about sometimes this process, just like down at

14 the legislature, they talk about you watching sausage

15 being made, well, here you do get to watch it, so to

16 speak » I don't want any comments about that. I'm just

17 saying that that is just how this is geared, and it:'s

18 geared for the public to know just what is going on. And

19 I think we honor that real darn well.

20 CHMN. MAYES: Okay . I agree.

21 Commissioner Newman.

22 COM l NEWMAN : Thank you. That is kosher sausage I

23

24 I wanted to say I want to make the chair know

25 that I'm prepared to move forward today.
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1 comfort table. I think this is really extraordinary

2 commentary, although I recognize that there is a procedure

3 here where we recognize each individual Commissioner's

4 right to put off a case. So I didn't want to -- I wanted

5 t o recognize that that i s a pr§gti§;Q~here

6 But I think this was very good testimony today I

7 and I simply was educated by the public comment and thank

8 everyone from coming from all ser ts of places to educate

9 us on this issue.

10 I was going to ask you about the REC situation.

11 It seems to me that Chairman Mayes' amendment makes some

12 sense in order to keep the residential carve-out. You

13 stated in your opening statement about your commitment to

1 4 the residential carve-out. So why don't you just give me

15 the company's position at tar hearing from the various

16 interested communities today and hearing the incredible

17 discourse from the Commissioners, I thought?

18 MS. SCOTT: Chairman Mayes, Commissioner Newman,

19 we have proposed that money that was used for the schools

20 be counted towards that came out of the residential

21 bucket, so to speak, would also be counted for compliance

22 for that par ticular requirement, the residential

23 requirement.

24 If you should make a policy decision that it

25 should not come out of that bucket or, I 'm sorry we
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1 can use the funding but it won't count towards compliance I

2 there is really two pieces to that, and again, it's a

3 policy decision.

4 We won't have enough funding should we get the

explosion in _1;e§:j:_dent:j.al re_qu.es_t.§ ___b.§iQ.:1;_e the_-_e;;Q_o f the

6 year . W e  w i l l  h a v e  t o  c o m e  b a c k  t o  y o u  f o r  m o r e  m o n e y  i n

7 o r d e r  f o r  u s t o  m a k e  c o m p l i a n c e .

8 So by not counting it towards compliance it

9 automatically at this point in time we don't have enough

10 funding to make our residential requirement because the

11 funding is not there; it will be used for something else

12 and be counted towards commercial.

13 S o  i n  l i g h t  o f the f  a c t  t h a t  o u r  b e s t

14 projections you know, w he n  w e  m a d e  t he  p r op o sa l f o r  t h e

15 $20 million carve~out, so to speak, we did take into

16 a c c o u n t  t h e f  a c t  t h a t t owards t h e  e n d  o f t h e  y e a r

17 historically we have seen that the residential uptake

18 increases I That was considered. So we don't be l ieve that

19 there is any homeowner that will go without getting an

20 incentive should they come apply We don't think that i s

21 going to be a problem.

22 But the reason i s that we had sa id i f th i s cameI

23 out of the funding that was set aside for residential I

24 that was counted towards that compliance because

25 potentially we could actually get compliance by doing it
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1 that way this year. We could be compliant with those

2 par ts of that DG requirement.

3 So -- but, again, i t ' s  a  p o l i c y  c a l l . And we are

4 ready to come back in and should the residential uptake be

5 f at beyond vghgj; we pr_oject:eg_,L_ yg.§.-_w_Qu;Q_ _<=er1=a_;1;ly£Q_m@__i;1

6 t o ask fo r  more money on tha t issue .

7 So, again it's a policy decision on your par t.

8 COM U NEWMAN : The Chair is asking me to stop

9 here, and I had more questions because I know that you're

10 very interested in how we are going to proceed on this.

But I'm going to stop right now even though there are more

12 questions that I have.

13 CHIVIN. MAYES: We will come back. I have to take

14 a break for the court repot tar, and we will come back in

15 10 minutes, i f  that is  okay.

16 (Whereupon, a  recess  was taken from 3:29 p .m.

17 u n t i l 3:42 p.m.)

18 CHMN. IVIAYES: Al l  r i ght . We are going to go

19 ahead and go back on the record.

20 Coming back to order, Colleagues, looking at the

21 clock ..... I know this is a complicated matter. We h av en ' t

22 gotten to the other interveners, but it is my intention to

23 W e  w i l l d e a l w i t h Commissioner P i e r c e ' s

24 amendment first that would bifurcate the issue and then go

25 f r o m  t h e r e .
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1 And then of tar that we have SolarCit:y. We have

2 the green power case, and we have Trico. What I will do

3 Trico is here and they are in from out of town.

4 will try to do them right at tar this one; get you guys

5 done hopefully t;onight;.~

6 It's my intention I hope my colleagues can

7 stay with me tonight, even if we have go late.

8 COM U NEWIVIAN : Whenever you want to go, Madam

9 Chair U

10 CHMN. IVIAYES: Well, anyway, but and I

11 apologize for that but our problem is tomorrow we are

12 going right back into the APS rate case, and i t would be a

13 renoticing nightmare for us to try to

14 Ms. Alward, what would we do if we stopped at

15 5:00 and still had work t o do?

16 MS l ALWARD : You would recess and you would set a

17 time t o come back. If you came back tomorrow morning,

18 then the APS rate case would just be bumped for a period

19 o f time. I don't think it's undoable t o recess this

20 evening at 5:00 if that is what the Commissioners want to

21 do .

22 CHIVIN. MAYES: I know it's not undoable but II

23 personally intended to be at the APS rate case tomorrow.

24 MS U ALWARD : Well, it could be bumped to

25 CHMN. IVIAYES: Another day?
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1 MS 1 ALWARD : Or bumped to star t later, in other

2 words n

3 CHMN. IVIAYES : Okay .

4 MS . ALWARD : And we also had a Commission Staff

5 open meeting notigedghis of Te;poon eigheg at the

6 adjournment of this open meeting, but that could be just

7 canceled and renoticed for next week if we don't have one.

8 But at this point I don't want to say anything to

9 those listening, if for some reason we finish in the next

10 15 minutes and you wanted one. But that is up for grabs

11 too .

12 But I think it's all doable and the will of the

13 Commission.

14 CHMN. IVIAYES: Note the laughter for the record

15 that we will finish in 15 minutes.

16 Okay . That is the plan. Let's go ahead and keep

17 going U

18 We were questioning APS, and, Ms. Scott, you are

19 grabbing the microphone.

20 Ms. SCOTT: Chairman, Commissioners need to, we

21 add a little bit more about those incentive payments and

22 the compliance. I'm going to turn the microphone over to

23 a much better expel t on this, Mr. Maurer, on this one .

24 CHMN. MAYES : Okay, Mr. Maurer.

25 MR » IVIAHRER : Chairman Mayes, Commissioners, we
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1 are perfectly okay if the residential funds are applied to

2 schools and the renewable energy credits apply to the

3 nonresidential sector. The issue would be an amendment of

4 our 2010 implementation plan to raise the incentive

increase the am944t_Qf ;scent;yes necessary to then com Ly

6 with the residential requirement in 2010 and beyond.

7 CHMN. MAYES: Okay . Can you say that again?

8 MR | MAHRER : I can.

9 In each year our implementation plans propose a

10 budget for residential incentives Those budgets are

11 built on the opportunity to comply with the residential

12 requirement from that year.

13 So if funds are not expended or committed in

14 2009, for example, they would theoretically roll into 2010

15 and afford us the opportunity to comply in 2010

16 If funds are removed and not applied and those

17 credits not applied to the residential piece, we no longer

18 have sufficient funds to comply in 2010. Our 2010

19 implementation plan budget is built on an assumption that

20 funds would have rolled over from 2009 to 2010.

21 CHMN. MAYES: Okay . I'm confused. I guess

22 well, maybe we could go to Staff at this point on this

23 issue I

24 Mr. Williamson, I know you can clarify y this

25 question 1 Did you understand what he just said?

5

ARI ZONA REPORTING SERVI CE I
www.az-reporting.com

INC U (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 OM Item No. U-22 8/26/2009
156

1 MR. WILLIAMSON: Chairman Mayes, I was looking at

2 one of the amendments. I'm afraid I didn't hear what he

3 said.

4 CHMN » IVIAYES : Okay . The issue is I think the

5 issue is that what happens ifm§- ~under my amendment a s

6 you know okay . So APS has applied to move $20 million

7 of the residential funding into the commercial funding or

8 for schools. My amendment would do that but not count the

9 RECS from that $20 million toward the company's

10 residential requirement; correct?

11 MR. WILLIAMSON: That's correct.

12 CHMN. MAYES: And I think the issue is, what does

13 that do to the 2010 and 2009 residential component, both

14 from an incentive standpoint and from a percentage

15 standpoint?

16 MR. WILLIAMSON: Chairman Mayes, I understand the

17 question. This is something that has concerned me since

18 we got this filing.

19 If you transfer the money and allow them to use

20 it for school pro sects but don't allow APS to count it

21 towards their residential credit requirements, we have

22 let t a hole in the requirement they have for 2009. That

23 means in future years they will have to make up that hole.

24 So if I were APS what I would do is, if the

25 amendment went through the way you have it set up, I would
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1 say, well, okay, we transferred $20 million because we

2 w e r e n ' t  g o i n g  t o  u s e i t  b y  t h e  e n d  o f  y e a r ; now  we  need  a

3 n e w  2 0  m i l l i o n  i n  2 0 1 0 to  make  up f o r  t h e 2 0  m i l l i o n  t h a t

4 w e  d i d n ' t  s p e n d  i n  2 0 0 9 . And that would, I think, take

5 their~ annual amount from 85,5 robabl t o 105 million,

6 CHMN. IVIAYES: But if they are not using it now

7 why would we believe they would need an increase of that

8 amount next year? I mean, it just seem ridiculous to me

9 that they would come in I mean, so they want to use the

10 r e s i d e n t i a l ...- t h e y  w a n t  t o  t a k e  t h e  m o n e y  a w a y  f r o m

11 residential ratepayers, okay and understanding that

12 it's for a good cause and then you are suggesting that

13 they would come in and try to increase the surcharge on

14 residences again to pay for the taking of the money last

15 year?

16 MR. WILLIAMSON: Chairman Mayes, first of all, we

17 say taking of the money. The money is sitting in the pot

18 waiting for the residential customers to show up We have

19 t h rown a  pa r  Ty , b u t t h e  r e s i d e n t i a l cus t ome r s  hav en ' t :

20 come »

21 CHMN. MAYES: But the question is, did APS really

22 send out the invitation? That is what I want to know.

23 don't believe that they have.

24 I mean, I really believe and I'm somewhat

25 f familiar with what goes on in other states in terms of the
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1 utilities marketing of their DG programs I don't

2 think I mean, I heard what Mr. Mahler said about their

3 adder tisement. F i r s t of a l l I don't th ink the i rI

4 adder tisements are very good, with the exception of that

5 St:eve~ Nash ad but ~I don't even know that that countsI

6 although, I'm really glad that he did it. I hope that he

7 wi l l  do  more  f o r  them.

8 But I don't think it's good a advertising error t.

9 They  don ' t :  do  door- to-door  e r ror  t s  the  way  tha t  Ca l i f o rn i a

10 util it ies do. I mean, l e t ' s I know APS and the other

11 util ities would l ike us to look at this with blinders on,

12 bu t  some  o f  u s  ac tua l l y  know what  i s  go i ng  on  i n  o the r

13

14 So, you know, yeah, they throw a par Ty and we

15 don't: have as many residential consumers at the par Ty, but

16 I don't think they really sent out the invitations.

17 So the question is, here we are with this

18 $20 million gap Comments Mr. Williamson?I

19 MR. WILLIAMSON: Yes, I understand what you are

20 saying I

21 Real i ze  we are  four  months away f rom the end of

22 the  year . S t a f f  d i d  s om e  a n a l y s i s  o f  t h i s  t h a t  e v e n  i f I

23 as in the past, the growth in the market has increased or

24 w i l l increase over the next four  or five months i t s t i l lI

25 looks very likely that there will be a sizeable chunk of
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1 change that will b e let t over unused at the end of the

2 year .

3 Par t ally I think that is because of the

4 recession | If you look at the average size system that

5 APS has it's 5.5 kilowatts.I At $1 ~3-~J!lat3 t the i n s t a l l  o f

6 that is $38,000. Many of the residential customers who

7 are worried about their jobs, whether their house is going

8 to get foreclosed on, et cetera, aren't going to come up

9 with 38- to $40,000 to put a solar system in.

10 So I think the market will grow. It already is

11 growing | It:'s just not growing as f est as we hoped it

12 would. This one-time change, I think, will allow that

13 money that would be sitting there at the end of the year

14 and probably well into 2010, unless the economy turns

15 around, can be used for schools that need to put systems

16 now, a n d  w e  c a n  s t i l l , as t h e  m a r k e t  g r o w s i n  t h e

17 future, help the residential customers.

18 CHIVIN. MAYES : Okay . A n d  j u s t  w h i l e I  h a v e  y o u ,

19 Mr. Williamson, Staff did not intend in this order for

20 this to be anything but a one-time reallocation; correct?

21 MR. WILLIAMSON: That's correct. In f act, if you

22 look at the proposed order the wording that was suggested

23 by Staff said up to $20 million and -- in the memo up

24 to $20 million. So it's not an absolute 20; it's up to

25 20 »
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1 And the other piece of this is that it clearly

2 says it;'s for the 2009 funding reallocation. So that ties

3 it down to a one-time thing. All you would be ordered

4 under that wording would be a one-time change.

5 CI-IMN. MAYES: And, Ms. Scott APS concurs withI

6 this; this is a one-time reallocation?

7 MS. SCOTT: Chairman Mayes, the way your

8 amendment is written it is for 2009?

9 CHMN. IVIAYES: Yeah, but that's the way my

10 amendment is written. I guess the order itself doesn't

11 actually order anything on the schools issue.

12 MS. SCOTT: That's right.

13 CHMN. 1v1AyEs : Okay . But Ms. Scott o rI

14 Mr. Maurer, can you tell me, do you think that your 2010

15 residential program will probably be under subscribed?

16 MR ¢ IVIAHRER : Forecasting 2010 residential

17 par ticipation is difficult. I know the requirement grows

18 each year. We are on pace to double this year. Hopefully

19 we will double next year as well. But doubling next year

20 would not achieve compliance.

21 CHMN A MAYES : Okay . So why would you need to

22 increase the surcharge if you are not going to meet it

23 anyway?

24 MR u IVIAHRER : Fair question, Chairman Mayes.

25 CI-IMN. MAYES : That is why I'm not worried about
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1 the problem.

2 MR • MAHRER : Again, the annual budgets are built

3 on an understanding of what the energy requirement is and

4 then back calculating the number of systems we would have

5 t o incant. - S o i f you removed qqme funds, y_Qu .m_aLrL0i;. _be

6 able to incept everything the customers are interested in.

7 CHMN. MAYES: Okay .

8 MR. OLEA: C h a i r m a n  M a y e s , i f I c o u l d a d d a

9 l i t t l e  b i t  t o  t h a t  d i s c u s s i o n , to  what  Mr.  Wi l l i amson  and

10 to  wha t  APS  ju s t  sa i d .

11 CHIVIN 1 MAYES : Sure .

12 MR. CLEA: It won't necessarily be next year that

13 the surcharge would be affected or the amount that the

14 customers pay, but if you take the 20 million away and

15 d o n ' t t r a n s f e r t h e RE CS w i t h i t s o m e t i m e i n t h e f u t u r eI

16 APS will have to make u p that 2 0 million from the

17 residential side. But it won't necessarily be next year I

18 which is what a n d I t h i n k t h a t i s t h e p o i n t y o u  a r e

19 try i ng to make.

20 B u t s o m e t i m e i n t h e f u t u r e t h a t 20 m i l l i o n  w i l l

21 have  t o  come  back  f r om  t he  re s i den t i a l  s i de  i f  y ou  don ' t

22 t r a n s f e r t h e R E C S .

23 CHMN. MAYES: Okay . C o m m i s s i o n e r P i e r c e .

24 COM. PIERCE: I n t e r e s t i n g d i a l o g u e b e c a u s e I ' m

25 p robab l y  t h i n k i n g  t h a t  a  n u m be r  o f  r e s i d e n t i a l  i n s t a l l e r s
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1 out there are thinking that, you know, for sure this is

2 going to be backfilled at some point, and if Chairman

3 doesn't: intend for that to happen, then that would be

4 interesting. I'm not sure which way that will go

But whgn s_13.§ -offers t:h9_ gm_e§.Qment, I 'm_going to

6 ask if a bill impact analysis has been performed, should

7 this have to be backfilled, so we know what this does to

8 the ratepayer Because essentially we will hit them twice

9 on this amount of money if it's going to be backfilled.

10 Isn't that correct Mr. Oleo?I

11 MR. OLEG: Well, I think what I was trying to say

12 is that sometime in the future the payments from

13 customers, wherever it comes from, is going to have to

14 make up the 20 million that didn't have the RECS

15 with it, probably not next year unless the economy just

16 turns around dramatically sometime between now and next

17 August |

18 But sometime in the future if they get to the

19 point where they don't have enough money to install all

20 the residential that they have for a par titular area

21 which hasn't happened yet; they have always had money let t

22 over and that spills over to the next year but if they

23 ever get to the point where they don't have enough money,

24 at that point, you know, somebody will have to come in and

25 make up that 20 million hole.

..5
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1 COM. PIERCE: Okay . And i t makes me a l i t t l e

2 nervous because even though we may say we will not do this

3 aga i n  nex t  yea r  o r  I  see  t he  same  se t  o f  c i r cumstances  a re

4 i n  p l a ce  nex t year, I wouldn't:  doubt that we would be

5 asked to -com.§_-ba5:k and ;rea'g,_ t__1;i_§__a3ain, deal with it

6 again. B u t i f  w e  a r e  n o t  p a s s i n g  a l o n g  t h e  R E C S t o

7 gu a ran t e e  t h a t  we  w i l l  n o t  h av e  t o  ba ck f i l l , then at some

8 point this is going to have an impact on ratepayers beyond

9 what we have intentioned.

10 And I just want you to give me a comfort level

11 that not passing along the RECS to use as residential, to

12 not be able to count those as residential is not going to

13 create an additional expense to ratepayers.

14 MR. OLEA : A n d  I  d o n ' t  t h i n k  I  c a n  g i v e  y o u  t h a t

15 guarantee, but you did say something about, you know,

16 maybe coming back next year and doing this again.

17 Probably two reasons that won't happen: One i s ,

18 everybody is seeing what an issue it is this year for the

19 Commissioners. I don't think the Commissioners want to

20 see  i t  aga i n  n ex t  y ea r .

21 The second reason it probably won't happen is one

22 o f t h e  m a j o r  r e a s o n s t h a t  w e  a r e  h e r e  t o d a y  i s f o r  t h e

23 schools and the schools have an issue because of theI

24 stimulus money.

25 CHMN. IVIAYES : Right l
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1 MR. OLEA: Which is setting deadlines that are I

2 at least my word is, at tificially imposed to get things

3 done by the end of year. I don't think that you are going

4 to have another stimulus package the next year that does

5 the same thing.

6 But that is one of the reasons we are here, is

7 there is a very short time frame to get things done for

8 the schools if the Commission wants to do that. That i s

9 why we have this very short fuse to get it done. So I

10 don't see this happening again next year or even at tee

11 that .

12 But, again, if you don't and here is what II

13 think, Mr. Williamson was saying -- correct me if I'm

14 wrong but if you don't transfer the RECS for the

15 $20 million, there is a hole that is created. And that

16 hole means it has to be backfilled sometime in the future.

17 Again, probably is not going to happen next year unless

18 there is a sudden change in this economy that none of us

19 see, but it will happen sometime in the future.

20 in 2011 or 2012 or 2015 who knows.I

21 COM. PIERCE: And when APS comes to us with their

22 implementation plan, they will propose a tariff to

23 backfill that; correct?

24 MR. OLEA: That i s what I suppose they will d o I

25 yes.
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1 COM. PIERCE: And we have n o idea how much, a

2 ballpark, of what that would do to ratepayers.

3 I guess my point is that ratepayers paid for it

4 already and we will be asking them to pay for that on the

5 resident;ial side to backfill .it; ._ .11';a;T;k__y.o_4..

6 CI-IIVIN. IVIAYES : Well, Mr. Oleo, I guess my problem

7 wi th i t i s i f we rea l l o ca te the RECS then i t ' s ar

8 permanent change to the program. That's the problem, and

9 he re i s

10 Would you agree with that? It's a permanent

11 change to the program

12 MR. OLEG:

13 CHIVIN. MAYES : because that i s those are

14 RECs that the company doesn't have to meet for residential

15 renewable energy, and quite frankly, I think they are fine

16 with that because I don't think they like residential DG

17 v e ry  much .

18 MR. OLEA: Okay . Now, it's a permanent change as

19 f  a t  a s those  RECS, o n c e  t h e y  a r e  m e t t h e y  a r e  m e t , and

20 they don't have to be so that APS doesn't have to come

21 in and meet that piece of the residential piece.

22 CI-IMN. MAYES : Right I So I think my suspicion is

23 that APS is, you know, just dandy having these, what are

24 really commercial RECs, meet their residential

25 requirement.
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1 And, Colleagues, it's into perpetuity.

2 done . It's over. Game over. Game over for those RECS.

3 And, you know, I guess the Commission could come back and

4 try to deal with that by changing the rules somehow, but

5 by an ;increase to the residential piegg Quip.

6 But could we if there is some ser t of hole

7 that's created couldn't that b e dealt with i n theirI I

8 implementation plans and parceled out over time? I mean,

9 is that something that really is that nightmarish?

10 MR. OLEG: Well, and I suppose you could deal

11 with it over time. You don't have t o deal with i t all i n

12 one year. If you know it's only that $20 million I you

13 could spread that over the life of the rules or if the

14 rules change, you could do it at that time . But there is

15 a hole that is created that does have to be covered

16 somehow, someway, but it doesn't: have to be done in

17 one year, no.

18 CHIVIN. IVIAYES: Okay . Commissioner Newman.

19 COM A NEWIVIAN : My first question is for Staff, and

20 you know, as somewhat of a government expel t, I'm a little

21 bit confused about the one year versus the multi year_

22 it par t of ARRA? Is the Department of Energy planning on

23 multi year contributions or is this a one-shot: deal?

24 should know the answer to this question, and I thought it

25 was multi year, but I get from your testimony it's
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1 one year.

2 MR. OLEA: Okay . And I actually think, Chairman

3 Mayes and Commissioner Newman, the schools' people could

4 probably speak to this better, but there is ARRA money.

5 There is also sQmeth;n9with the depreciation rates that

6 change at tar the first of the year. There is a

7 combination of things that are happening that have to be

8 done by the end of the year.

9 Some of it's ARRA funds. Some of it is

10 depreciation. I think if you had one of the sc1'1ool ' s

11 people up here, they could tell you in a more precise

12 manner why things have to get done by the end of year.

13 But it's not just ARRA money.

14 CHMN. MAYES : Okay . And so I just

15 thing I wanted to pin down. I was actually thinking in my

16 head that this was a multi year issue of us rolling this

17 out and that we would be helped by some as someone put

18 it, the president or the administration in Congress in

19 having this stimulus for a couple years .

20 I don't: know why I don't know the answer to this

21 question. I actually should, but you are saying that I

22 should ask the school people?

23 MR. OLEA: Because I don't know the answer.

24 COM 1 NEWMAN : And I don't know the answer either.

25 Okay . I didn't get the answer to my question,
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1 but hopefully somebody will help me with that or we will

2 d o some research on that issue.

3 I wanted to ask APS this question, because I'm

4 concerned about the increasing tariff issue, or at least

5 that is how I _unQ§;§tandnQw QQat X94 said _that Qp

6 needed to increase the tariff the next year; that would

7 have been a better way of explaining it.

8 Okay . You are doing the commercials. I saw the

9 commercials. I know about commercials. They do a lot for

10 name recognition and understanding that there's this issue

11 out there regarding the sun and I have this issue with

12 all the utilities, not only you guys, but with all the

13 utilities but when it comes to making people act, there

14 is a community-based ser t of situation where you actually

15 have to focus in on the energy and then you literally get

16 people out. It's almost ser t of if I would have an

17 election or political analogy, the commercials are there

18 to make you aware that the people are there, but then you

19 have to get the people out to vote. The vote counts.

20 So I don't understand the utility model. I would

21 put it in a different way than the Chairwoman has . I a m

22 trying to be have a discourse about this. I don't

23 understand it.

24 And so, I mean, you stop this thing in April.

25 You didn't: go back to the residential, and I'm just you
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6 our marketing campaign is multi acted. The TV and media

7 ads draw consumer attention to the f act that incentives

8 are available; they draw customers to our web sites

9 your web site. Over the last 18 months we have had a

10 quarter million hits to the web site where we try to

educate consumers on what this opportunity looks like for

12 them .

13 Additionally we have invested, as I mentioned,

14 heavily in our cooperative marketing campaigns, and

15 frankly we see installers as our strongest allies in

16 reaching customers directly. There is large force of

17 people who are marketing to customers on a daily basis I

18 touching our mutual customer.

19 COM NEWIVIAN : By the way, I have had complaints

20 that some of the marketers are scam Ar fists as well.

21 MR. IVIAHRER: And indeed

22 COM I NEWMAN : I am concerned with that .

23 MR. MAI-IRER: Indeed Commissioner Newman II I had

24 mentioned in my opening remarks that we star Ted 2008 with

25 less than 30 active installers. Today we have 130 active
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1 i n s t a l l e r s . So there are two sides to growth, both the

2 excitement of drawing new customers into our programs and

3 equally the issues that come to light when you have such

4 rapid growth.

5 But our c o ;r_§ti_ve m§a,.rkg_t:ing__9_ff_Q;:_ts _puts m o r e l

6 in our installers' hands to help them identify the most

7 effective ways to market their product in front of

8 consumers 1 So we invest a large amount of error ts in

9 raising awareness to help our installers kind of break

10 through the initial barriers, to show we are an ally in

11 the residential markets, and then work collaboratively

12 with our installers to make sure they can succeed in our

13 marketing error ts

14 COM 1 NEWIVIAN : So i t ' s a bu s i n e s s market model I

15 talking about ser t of the economic model is a pure

16 bu s i n e s s model . And I think what I'm learning, or least

17 I'm trying to figure out, is the role of this Commission

18 and how we change ...- how these programs work.

19 Because I t h i n k because the way that industry

20 has deve l oped  ove r the year  and where we are now as a

21 sophisticated utility, this is how you work; you work from

22 bu s i n e s s t o  b u s i n e s s . And somet imes t h e ACC has t o be

23 there representing the people and RUCO because that is how

24 you work .

25 But what I think I'm hearing today and what I
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1 heard in the rate case and there's a new word that I'm

2 going to use today, obdurate. I said a little bit

3 obstinate the other day when I was referring to a utility

4 company, a rural co-op But it's obdurate. It's obduracy

5 in a sense. I don't mean it in a ref arius way.

6 You don't -- I don't think the way to get through

7 i s from business to business. The way you get through is

8 from we are asking you to be the get-go to the people.

9 And I think I'm flashing on something that probably has

10 never been uttered at a Commission meeting before Maybe

11 maybe I'm too out there, but I'm almost sure

12 that that's the truth, that people want this. You have to

13 get through to them.

14 MR l IVIAHRER : Chairman Mayes, Commissioner Newman,

15 I will remind you that in this equation we don't: sell the

16 solar product to the consumer. And that is why the

17 installer is our most important ally in defining what that

18 product looks like at each customer site.

19 So the most important message we can deliver is

20 our endorsement of their action and our availability of

21 incentives.

22 COM | NEWIVIAN : It doesn't add up to me. I'm just

23 telling you, I think we need a new model, but that will be

24 something we will talk about in the 2010 plan.

25 I respect that you are trying to do something,
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1 and I talk to you people enough to know you are trying to

2 do something. But  I 'm  te l l i ng  you  your  mode l  i s  a  l i t t l e

3 off and I wish I hadI you know, maybe I can help advise

4 from this place. I know but

5 SQ~anyway I again o;j1_ _t:11_j.8a_.3-\_p_ri_l_ da§eL-__tQi_s_i_s the

6 one question I  had when I got cut off  before.

7 A lot of things have been going on in our lives

8 try ing to  beg in th is  job,  and there are l ike thousands of

9 i ssues and mi l l ion of  reams of  p ieces of  paper.

10 making a public admonition or feeling sorry for myself I

11 but I missed this f act of th is  Apr i l date, you know,

12 because -- I don't: know why; I just missed it

13 And I want to do something now about this as soon

14 as  poss ib l e  because  i t ' s  - -  there  i s  a  l ag  that  I 'm

15 concerned about, you know, with regard to spending money,

16 especial ly  with our Staf f  saying this needs to be done by

17 the end of the year.

18 S o how come what happened in April and how

19 come you didn't know in January when we were elected to

20 tell us that you were going to run out of the money so i t

21 was one of the f irst things on my agenda?

22 MR 1 IVIAHRER : Chairman Mayes, Commissioner Newman,

23 I ' l l  remind you of two important nuances: One theI

24 residential  markets are ful ly funded and have continued

25 very nicely throughout the year increasing month over
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1 month in par ticipation and customer projects are indeed

2 being funded and reserved on a daily basis.

3 In the nonresidential segment, admittedly in

4 January and February and March we had not seen

5 reservations, frankly I ~more than a few a ~mQnth at best.

6 In April, for whatever group of circumstances that

7 coalesced, we saw over $100 million in requests.

8 So no matter how the nonresidential funds could

9 have been allocated over one year, in one instant

10 in one instant we realized that a l l of our funds would be

11 committed, and that led to the incident being filed with

12 the Commission, our request to raise the cap.

13 Indeed at that time forecasting that we were

14 asking for more money than we expected would be needed

15 through the end of the year. I will remind you at the

16 time we filed our initial request we thought $220 million

17 would be sufficient to meet all of the demands for 2009

18 and offer us the opportunity to be compliant through 2010.

19 Today we sit here with $285 million of requests. I t was

20 simply unpredictable.

21 COM I NEWIVIAN : So the perfect storm happened and

22 President Obama got elected and you weren't expecting that

23 to happen?

24 MR. MAI-IRER: I'm not sure i f that was a question

25 for me.
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1 COM U NEWIVIAN : Yeah .

2 MR. MAHRER : I had no expectation on the

3 presidential election. N o one, I think forecasted itI

4 would have such an immediate impact on our reservations.

5 COM 9 NEWMAN : -Que _of L;..wo__ peo_p_§Le a;e__3Q.i-119 to 1-Lin -

6 The last par t is my concern that which I'm

7 just realizing ~- I mean, I am just hearing it for the

8 first time, the point that Mr. Pierce brought up. I mean,

9 I have to view it from the most objective point of view

10 possible . I'm sitting in Green Valley -- and lot of those

11 Green Valley people would like solar but it's too

12 expensive for them, they tell me. That's Green Valley.

13 Sun City, your service territory, they feel the same way.

14 But, you know, I'm going to go out to Sun City

15 and they will say, you are going to ask me in 2010 to add

16 $20 million so I can support schools, which I mean I

17 barely want to pay taxes for to support schools.

18 What is the retirement community going to say to

19 your request that you are asking us to make as par t of

20 this package?

21 MR. IVIAHRER: Chairman Mayes, Commissioner Newman,

22 I think we have reached a juncture in our program where

23 some difficult policy decisions are in front of us all.

24 This is the first time in our program where simply not all

25 pro sects that are in the pipeline are going to be funded.
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1 And as par t of that we have put together what we think is

2 a reasonable menu to advance a diverse range of interests I

3 including schools and including targeting well above

4 compliance for our nonresidential sector and continuing to

fungi toge residential ggrket in hopes -of_ ag}j1ieving

6 compliance in the near future.

7 But really what we brought before you is kind of

8 this arena of difficult policy decisions.

9 COM I NEWMAN : Just a final question with regard

10 t o the I forget his name the gentleman who brought

11 up the issue in a very air tight way of overbooking and

12 what the Commission should be doing about that . I guess

13 we will probably end up having a workshop about this

14 subject in general.

15 But how would you respond to the gentleman who

16 very correctly pointed out that perhaps the ACC needs to

17 be in the business of monitoring your booking reservations

18 so you are not messing up the market?

19 MR. IVIAHRER: Chairman Mayes, Commissioner Newman,

20 I will remind you that the $220 million request is in a

21 sense an overbooking. It will provide us with the

22 opportunity to accept more pro sects than are necessary for

23 2009 compliance and more pro sects than are necessary for

24 2010 compliance.

25 In addition we try to manage the program in the

5
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1 most transparent and equitable f ashia possible. So when

2 consumers submit reservations for projects, we review

3 those, and if they are complete, we approve those. And

4 then we set some deadlines asking them to perform on that

5 reservation. If the -Q9n{§, those iggge gee released and

6 put back into, if you will, the pot of available money to

7 incant: the next pro sect in line .

8 COM U NEWMAN : Has the company thought about

9 anything to put a surety on some of these pro sects? Not:

10 to the diminishment of school districts' applications or

11 anything like that, but it seems to me that that was a

12 wise suggestion.

13 MR. MAHRER: It:'s an excellent suggestion and one

14 in f act that we have collaborated with stakeholder even

15 very recently. And in our 2010 implementation plan we

16 proposed to shorten and tighten up some of those timelines

17 to, if you will, call the projects that have the least

18 chance of success more quickly.

19 Indeed those proposals include reducing

20 timelines, to signing a credit purchase agreement, and to

21 affirming a customer contract to 30 days. W e would be

22 comfortable implementing that even today.

23 COM. NEWMAN : Thank you.

24 Thank you, Madam Chair, for your patience.

25 CHMN. IVIAYES: No problem.
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1 Well, you raise an interesting point, Mr. Maurer I

2 which is that essentially we are doing with the commercial

3 program what everyone seems to be afraid we would do with

4 the residential piece down the road. We are overcharging

the consume; potentially because -mQu're Qv§;§uQ§§r;9§Q_on

6 the commercial piece, and yet for some reason people are

7 raising alarm bells that we might overcharge for the

8 residential piece.

9 So I guess I don't get it. So can you explain to

10 me why we should do this at all? I mean, if people are

11 complaining about the notion that we would provide more

12 money down the road for residential, then why should we do

13 this at all today? It exceeds the Renewable Energy

14 Standards.

15 MR. IVIAHRER: Chairman Mayes, as I think all of

16 you Commissioners are aware, we have put together an

17 implementation plan that exceeded the Renewable Energy

18 Standard in every year. We have put together an

19 implementation plan that exceeds the distributed energy

20 requirement. We have put together a resource plan that

21 does the same for years beyond.

22 The parallel to that answer is that a renewable

23 energy standard that has annual targets affords us the

24 opportunity to add resources when the markets are ready

25 and the projects available. And s o w e see i t a s a great

5
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1 opportunity to add distributed energy resources when the

2 market is energized

3 CHIVIN. MAYES: Okay . No pun intended. And, you

4 know, I  a g r e e . Obviously, it's something that I'm

5 prepared. to approve, the PB; i_;;9.re§se_,_ but my. 3oin_t_ is

6 made I think.I

7 Now try t o follow me o n this. If we give you the

8 $20 million from the residential program, doesn't that

9 make it easier and cheaper to meet the commercial piece in

10 which case you would have you would have more money for

11 the residential piece potentially and isn't it then just a

12 wash? Do you understand what I'm saying?

13 MR I IVIAHRER : Chairman Mayes, I  d o . I  f e a r  t h a t

14 the answer to your question is more complicated than it

15 sounds on the surf ace because in large par t nonresidential

16 pro sects are incepted through production-based incentives,

17 which have a long, kind of, more visual lifespan, if you

18

19 CHIVIN. IVIAYES: Hang on.

20 Okay . Meaning what?

21 MR 1 MAHRER : Meaning, twofold: One , we have

22 already proposed exceeding the nonresidential requirement.

23 If you add $20 million into that pot, if demand for

24 res ident ia l were needed there

25 I'm try ing to f igure out a way to communicate my
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1 thoughts and that is very simply, the $220 million is

2 effectively spoken for, and so what you would you still

3 don't have enough money in the pot for all the residential

4 interests to achieve compliance there or beyond.

5 CHMN. MAYES: I didn't understand that last par t.

6 I a m going t o g o t o Mr. Modes you have been

7 sitting patiently -- and Mr. Were, you are interveners and

8 have every right to be heard in this matter as well.

9 why don't you say your name for the record and

10 who you represent.

11 MR. IVIOYES: Thank you, Madam Chairman,

12 Commissioners, Jay Mayes with Modes Sellers & Sims on

13 behalf of the intervenor Sun Run, Inc.

14 We have and I have written down a lot of notesI

15 and a lot of points here, and because of the hour I'm not

16 going to try to go into all of them but I think I will be

17 a little bit, perhaps, bold and presumptuous in suggesting

18 perhaps a pathway out of this for us .

19 And to get there I think it's important, as I

20 believe the Chairman has on a couple occasions, at least

21 today, alluded back to the rules and the REST program.

22 Just a s a n aside note i t strikes m e that it:'s aI

23 f air question to ask why this isn't a 252 proceeding

24 because it's really amending an order that adopted a plan.

25 And then in addition to that, it's specifically requesting
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1 a change in the rules. There was a Rulemaking proceeding

2 that resulted in the 50/50 allocation.

3 On a previous occasion this year APS I believe

4 it was this year or at least recently asked for a

5 change i n 1;~hat allocation, and the Commission I think

6 correctly said, no; that's a rule we arrived at through a

7 long process with lots of stakeholders, lots of input, and

8 we concluded that that was the right policy.

9 There are portions of what we are being asked to

10 do today by APS's application that are, in f act, not

11 modifications of the rules. And par sons of what are

12 being asked for with respect to the shit ting of RECS are I

13 in f act, contradictory on the rules.

14 I think that the issues that I have heard the

15 most somewhat contradictory commentary and debate and

16 concern about today have to do with whether this should be

17 shit Ted to the UFI incentive or a PBI incentive whetherI

18 the UFI cap ought to be lit Ted as it so necessarily and

19 implicitly has to do if you convert these school contracts

20 to UFI contracts and it seems to me that that issue couldI

21 arguably be better understood and a better decision

22 reached about that with some additional financial

23 analysis, testimony, hearing, some deferral, if you will I

24 of that. And I don't think that a decision about that

25 today is necessary in order for the schools to go forward
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1 with what we all think is a good thing.

2 And car mainly Sun Run, Inc., as it:'s intervening

3 here, in no way was intending to be in opposition to

4 anything that helped the schools. But there are a couple

5 of _really imper tant,Qritica1 f aQ4§ -;4Qh_4Qye to be

6 remembered here.

7 First of all, there is no legal or necessarily a

8 policy link between the dollars and the REC credits. The

9 rules deal with APS's obligation to come up with

10 sufficient RECS credits in both sides o f the bucket i fI

11 you will, the nonresidential and the residential .

12 But there is nothing that says, as your amendment

13 No. 2, Madam Chair, proposes, that the dollars could be

14 shit Ted but that the RECS in effect don't get shit Ted out

15 of the residential bucket.

16 Another critical f actor here and you

17 mentioned, Madam Chairman, that this is into perpetuity

18 it's important to remember that a one-year shift in

19 dollars that gives rise to a shit t in REC credits for the

20 contracts funded by those dollars is, in f act 20- orI a

21 30-year shit t of the REC credits. We intend w e believe

22 that the appropriate incentive to attach to a contract

23 that has a 20- or 30-year life is a PBI incentive because

24 that is your performance guarantee.

25 The focus of this whole REST program is renewable
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1 energy, and the credits ought to track the energy. And as

2 energy is produced, the credits should be produced and the

3 incentives should be paid. And that is what the PBI

4 approach does as opposed to funding up front all of the

5

6 An additional point in connection with that that

7 we seem to get confused in this discussion today is, the

8 dollars don't go to the schools and it's not a question of

9 how much money do the schools have to come up with, it:'s

10 the provider of the SSA who is putting up the money and

11 putting it in the system. That is where the dollars are

12 going I

13 The credits are a function of APS's obligations

14 to meet a renewable energy standard. The credits don't

15 affect the schools. I n f act the credits don't affect theI

16 provider. And we tend to get all this mixed together

17 sometimes in a way that makes it difficult to ser t through

18

19 W e believe that the Chairman's amendment No. 2 I

20 as applied to bullets 1 through 3 and bullet 6, are

21 appropriate and could be adopted today and in doing so

22 would not constitute a contradiction of the rules or a new

23 ruling, which this proceeding is not a Rulemaking. We

24 believe bullets 4 and 5 touch on areas f act needI

25 more evaluation, need more discussion and dialogue.
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1 W e have heard statements that the UFIS are

2 necessary, actually mandatory in order to get financing,

3 and yet I have seen in this proceeding's paperwork

4 reference to a lot of SSA contracts that presumably were

5 based o n PBIs I because that i s whQt the ~;;u1 e~ Qrov; QQQ f 011,

6 a t 1 1 cents.

7 So, you know, which is it? If you were marketing

8 o n a PBI basis and you offered a contract a t 1 1 cents

9 and some schools have said, i f I don't get 1 1 cents, I

10 will terminate my contract, so so much for my reservation,

11 and yet there seems to be this presumption that if we

12 don't get the UFIS, we can't do these contracts.

13 So something doesn't compute there for me. There

14 seems t o b e a mismatch. And I think that whole issue i s

15 something that deserves more evaluation and consideration

16 before we change the REC credits or we make a decision

17 about whether it ought to be UFIS or PBIs. But in the

18 meantime today you could, and we would supper t, the

19 raising of the guarantees.

20 In that vein, I will also add, the same crystal

21 ball that was used to say the 77 million was going to be

22 enough and the now 220 a month ago was going to be enough

23 and now it's maybe 280, t1'1at ' s the same crystal ball that

24 is being looked at to say that the residential market is

25 not going to fill its opportunity.
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1 The residential market is embryonic today

2 compared to the commercial marketplace. We need to let it

3 grow . We need to give it opp or munity. We need and i f

4 we are taking dollars for schools today because it's a

5 good thing~ t Q d o and there ' s Liming ~driver LMQL says

6 that is what we ought to be doing -- I agree with that

7 those dollars ought to come back to the residential pool

8 so that it isn't disadvantaged.

9 At: some point in time when the residential demand

10 is there, those dollars ought to be there to match up to

11 That is what we are saying when we adopted this

12 program in the first place, and we mandated that

13 50 percent to the residential market. Drivers ought to

14 have the opportunity to rely on that when the demand is

15 there and they will develop it. And we have seen the

16 doubling and who knows if it's going to be a quadrupling

17 in the future.

18 The modification of their administration plan is

19 something that can be done. That is what ought to happenI

20 in our opinion. We ought to leave the UFI and PBI thing

21 alone for the moment, in our opinion, and get the money

22 out there for the school contracts that are pending and

23 awaiting and see if they are for real . We think many of

24 them are, and we support very much the proposal that would

25 help out the schools.

ARIZONA REPORTING SERVICE I
www.az-reporting.com

INC.

a

(602) 274-9944
Phoenix, AZ



E-01345A-09-0263 OM Item No. U-22 8/26/2009
185

1 But we are pretty firmly opposed to the notion of

2 transferring 20 years' or 30 years' worth of credits on

3 the basis o f one year's shit t o f some dollars .

4 It seems like I had one additional point I wanted

5 to~ a e.

6 CHMN. MAYES: Well, Mr. Modes, let me jump in and

7 ask you a question or two.

8 Do you think that the allocation o f the credits

9 is something that could be dealt with in the

10 implementation plan or I mean, is your position that we

ought to pass my amendment, which does not allow them to

12 reallocate the because I share your concern about this

13 permanent reallocation of the credits.

14 MR. MOYES: Clearly the lateral if I might.

15 I don't mean to stop the rest of your question,

16 but we would agree that and it goes to the issue Iof

17 you know, is a school a residence? It isn't a residence.

18 We can make this determination today that we want to shit t

19 some money and help schools, and we don't have to call

20 them residences to do that.

21 In f act the schools' association I think hasI I I

22 filed a letter that says they don't support changing it to

23 a residence. That is a little bit too much of a fiction

24 that begs, are we changing the rules? But we can shit t

25 dollars, and we can help support what needs to happen on
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1 the dollars' front.

2 I guess my point is, all good things don't

3 necessarily have an equal and opposite bad thing that has

4 to happen when you are doing a good thing. What was

pr used here I in .m_y-_Qpinion, had__§o.m_e _g*Q.oc1__t:1'1ing§ , but i ti

6 also had some bad things in it that don't have to

7 necessarily be linked.

8 We would like to see the good things happen, and

9 I think you have the authority to do that without doing

10 injustice to the procedural issues or Rulemaking and so

11 for Rh. And I think I would suggest that we would be happy

12 with a decision that says these are going to be PBI

13 contracts, but if you are not prepared to make that

14 decision tonight, and it sounds like maybe tomorrow, that

15 could be deferred and debated and discussed some more .

16 CI-IMN. IVIAYES: Commissioner Pierce.

17 COM. PIERCE: Thank you . Interesting, Mr. Modes.

18 I want to make I want to be clear, and I'm looking at

19 APS's 2010 and I know you don't probably have this

20 the 2010 renewable energy cost. What they have done is

21 they have allocated commercial DG at 19 million. That i s

22 what it says that they will have The total is, of the

23 whole implementation for 2010, is 85.5 million.

24 So I just want to make this clear for the record I

25 are you suggesting that commercial DG go down to

5
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1 20 million to make up for this hole or are you suggesting

2 that the 85.5 million, if this were all done in 2010, be

3 upped to 105.5 million? I guess I want to make sure who

4 you are proposing is going to pay for this because it's

5 qQmin~g down to tzhajq . S9m§w1i1e;e _@1l 0> 1=-h-e_3!2y_ the 20

6 million is going to have to be accounted for.

7 Who are you proposing to pay for it? We know

8 ratepayers pay for it, but m y guess are you proposing

9 the ratepayers pay that 20 million again or are you

10 proposing that we take it out of the commercial side at

11 some point ongoing?

12 MR. MOYES: W e have heard APS indicate to us that

13 they already are in excess of compliance for 2009 and for

14 2010 | So it would seem not inappropriate, if the demand

15 i s there o n the residential side in 2010 that the dollarsI

16 come back out of the side on which they have already

17 achieved compliance with their standard and then let's

18 look to the future years for whether or not additional

19 dollars are needed to meet compliance with those years .

20 I mean, if I'm a car salesman and I make

21 10 percent commission on every car I sell, I would a lot

22 rather sell a few Ferraris at a few million apiece and

23 have those sales provide my income with three or four

24 sales as opposed to selling a bunch of used VWS that I

25 make a penny off of, but I have to deal with all of those
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1 different customers.

2 What you have said in your policy decision and

3 the rules is that par t of this program for the benefit of

4 the Arizona citizens is you will have to deal with all of

5 those residential vs contracts and _you can't just solve

6 this requirement with a big chunk.

7 We have heard testimony or statements today that

8 one of the schools has 6 megawatts of projects standing

9 by I'm not here to tell you you shouldn't in an ideal

10 world that it wouldn't be wonderful that we could just

11 fund all 6 megawatts o f that, but a t two and quai tar a

12 watt, that is a lot of money. That is 15 -- $13.5 million

13 just for that one school's contracts. If you do that in a

14 UFI, that is one up-front chunk of money that goes not to

15 the school, to the provider who is then going to install

16 the system and he is going to have that money for the life

17 of that. On a net-present-value basis, it's a smoking

18 deal.

19 Again, I'm not here to attack either the

20 providers who want to use UFIs or the school pro sects. My

21 point is that there are at some point I think as

22 Commission Pierce is indicating at some point you have

23 to balance how much is this costing the ratepayers and at

24 what point in time?

25 But if we are going to shit t out of the
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1 residential market $20 million worth of opportunity and we

2 have already achieved success on the commercial side for

3 at least a couple years and maybe more, then it:'s probably

4 not unreasonable to think that some of that maybe ought to

5 come back i.f__th.e demand... is .t:her.§ .-..at gag end p§_20_0_9 p.r._t:he

6 middle of 2010 or whatever it is. Then you have not

7 stained the opportunity on the residential side to achieve

8 what was again your fundamental rules-based program here

9 o f 50/50 .

10 COM. PIERCE: Okay . What you just said -- and I

11 l o o k a t t h i s and t h e r e i s 19 m i l l i o n f o r 2010 - - some o f

12 t h a t i s commit t ed i n t o t he f u t u r e .

13 So what I'm thinking is, you can vii dually shut

14 commercial down for two years, not just one year, but

15 maybe beyond that because there is committed funds already

16 as a par t of that, unless the Commission changes the

17 r u l e s i s n ' t t h a t c o r r e c t ?I There wou l d  hav e t o  b e t he

18 change of some ser t to prevent that from happening?

19 MR. IVIOYES : There is only so much money to go

20 around •

21 COM. PIERCE: E x a c t l y .

22 MR. IVIOYES : You made t h a t d e c i s i o n  b e f o r e and

23 implemented the rules to say it's 50/50 on energy credits.

24 COM. PIERCE: I would suggest to you that there

25 are a whole lot of people in the room that would now like
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1 t o comment. We are past that, but I'm sure that there is

2 concern out there.

3 MR. IVIOYES : Well, there is a plus and a minus to

4 being last.

5 COM. PIERCE: Thank you, TQQHK you,

6 COM l NEWMAN : And not having a boss.

7 CI-IIVIN 1 IVIAYES : Well, I guess, you know, would you

8 agree with me that par t of the problem here is that the

9 schools get crowded out to begin with? I mean, maybe they

10 belonged in the commercial program. We had this situated,

11 maybe by no one's f aunt necessarily, because who knew that

12 the ARRA funding was going to come in and who knew that we

13 would have this opp or munity, but if all things being

14 equal, at the beginning of the year and during this year,

15 what has happened is we have had a lot of sophisticated

16 entities -- Wal-mar t is doing this, Gatorade a lot o f

17 these companies came in and they -- I mean, these are

18 entities that have energy managers. They pay people to

19 figure all this stuff out. The schools don't necessarily

20 have that. Maybe one or two of them do, but not all of

21 them do .

22 And so they have this opportunity for the money.

23 They have but they didn't -- they're apparently not in

24 line . They didn't get in line, so they have been crowded

25 out . APS is forced to come in because they have had so
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1 much commercial interest and so now the schools can'tI

2 maybe this is a question for Mr. Maurer ...- so now the

3 schools can't compete for that money; isn't that right?

4 mean, if we were at $50 million I guess the

5 cap is $70 million then the schools would have that

6 opportunity, wouldn't they? Would we be having this

7 discussion?

8 MR. MAHRER: You know, we are having the

9 discussion with a cap today of $77 million.

10 CHIVIN. IVIAYES : Right

11 MR . MAHRER : I think to an extent we ought to

12 listen to the schools on this subject. We I think it'sI

13 been mentioned several times, have a program where

14 pro sects that are submitted are ranked based on kind of

15 the economic criteria, and any one of those pro sects can,

16 you know, augment one f actor or another to increase

17 likelihood of being funded.

18 Simply when we had the opportunity to look at

19 that list, look at the priorities the Commission had set

20 out for schools and for the remainder of the year, we

21 noted there was a chance that some of these school

22 pro sects would not be the first ones selected for funding.

23 So perhaps if the cap were much lower and the

24 opportunity for some of these other pro sects were less

25 appealing, maybe schools would have had an opportunity.
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1 CHMN I MAYES : And that is my concern. I mean,

2 now we are f aced with robbing the residential ratepayers

3 down the road of their RECS. When the residential program

4 comes to maturity and I think it will probably in the

5 next £ive~yea~1rs l;hey-- wil;---.nQt- hawlg..1;he_oL2.pQr tunny._

6 the $20 million worth of opportunity because for whatever

7 reason this year the schools couldn't get in line or

8 weren't allowed in line or didn't get in line.

9 why is that f air to residential ratepayers down

10 the road? Again, I think this Commission is going to make

11 sure that the $20 million goes to the schools, but the

12 question is about the RECs.

13 MR. MAHRER: So for brief a moment, not speaking

14 to the funding element, what I can tell you is when the

15 residential market does mature and does meet a l l of o u r

16 expectations for customer demand, we will come before you

17 and ask you for an opportunity to fund pro sects above

18 compliance. Again I will remind you that that is exactly

19 what we are doing here with respect to nonresidential

20 pro sects, asking you to help us with a difficult decision

21 around that. And when the residential markets reach that

22 point, with or without this hole, this plug we are talking

23 about, we will come to you and ask you for that

24 opportunity as well.

25 CHMN. IVIAYES: Okay . Well, what I'm displeased
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1 about is the f act that it seems to me you haven't done a

2 whole heck of a lot. And I have to tell you, I agree with

3 Mr. Mayes completely here; you haven't: done what you

4 should have done to go out and work with those used vs

Bugs . I; don'l; know if w_e_§ho_u1d._ga1l__.;;§sident_i§1

6 ratepayers VW Bugs, but that is what we are talking about.

7 This is hard for utilities. It's not your

8 business model. It:'s not necessarily what you want to be

9 doing, but this is the rule. You knew the rule two years

10 ago, and you haven't met it. Okay . And I know you can

11 sit there and blame the residential ratepayers all day

12 long and for the rest of the night if you want to, but

13 when utilities want it's my experience when utilities

14 really want to get something done, you can get something

15 done .

16 You are the most powerful corporation in the

17 state of Arizona, and you haven't been able to meet this

18 par son of a major rule. And that is on you.

19 So I guess I'm giving you an opportunity now I

20 Mr. Maurer, to tell us, A, why you haven't gotten that

21 done and what you have done in the last nine months to

22 change what you are doing and what you are doing wrong .

23 MR. MAHRER : Chairman Mayes, I will respond by

24 saying first, this is exactly what I want to be doing, is

25 bringing renewable energy to all of our customers I

5
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1 including residential

2 CHMN. IVIAYES : This is what you want to be doing.

3 MR. IVIAHRER : This is what I want to be doing.

4 CI-IIVIN. MAYES: I know. I know.

5 MR 1 IVIAHRER : Just sq t:he~ re<2<>rd i s c l e a r t h i s isI

6 exactly what I want to be doing.

7 CHIVIN. MAYES : I know you are a true believer.

8 MR | MAHRER : And that said, I think we're f aced

9 with a whole range of challenges, star ting with the

10 c u r r e n t e c o n o m i c c o n d i t i o n , a n d t h a t is j u s t a c o n t e x t f o r

11 everything else.

12 We work very hard with all of our installers to

13 identify y the best ways to reach cur markets. The single

14 largest kind of point to that is that we raised consumer

15 awareness over 120 percent in less than 18 months.

16 Now, from every marketing perspective I think

17 people will agree that the first thing you have to do in

18 order to energize a market is create awareness of the

19 opportunity. We have been lucky with the current

20 president helping us raise awareness, but, in f act I

21 raising consumer awareness is the number one most

22 difficult thing to do, and that we have exceeded at over

23 120 percent.

24 Are there other marketing avenues that could be

25 pursued? I am sure there is a whole wide range of things I
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1 and as the markets mature, we will learn where to go there

2 too .

3 CHMN. IVIAYES : Okay . But you haven't done, for

4 instance, what they have done in California with direct

5 contact?

6 MR l MAHRER : Commissioner Mayes, I will remind

7 you, we made 1.6 million direct

8 CHIVIN. IVIAYES: No. No. Human contact I

9 door-to-door.

10 MR I IVIAHRER : We have attended dozens if notI

11 more, events.

12 CI-IIVIN. IVIAYES: The answer is no. I know you did

13 the events. Okay . well, that says it all.

14 But you are not doing what California is doing,

15 are you, and New Jersey? Do you know what they do there?

16 Are you f familiar with their programs?

17 MR. MAHRER : I'm indeed f familiar with their

18 programs .

19 CHIVIN. MAYES: Okay . Commissioner Newman.

20 COM l NEWMAN : So that is -- it's the same
4

21 thing I think the Chair was ser t of making the same

22 point that I have tried to make earlier. You know what is

23 going on in New Jersey, I say with my 30 -- with my

24 long-time New Jersey accent. You know what is going on in

25 California. I just don't understand the model, the pickle
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1 salesmen are the entrepreneurs you are relying on your

2 l is t o f  approved instal lers. That is what you are relying

3 OII1 and this has been going on for a long time, before I

4 got elected and that model is not going to work. The

5 _nota;l§rs can't be-.p.4kle_-sal§§m.e_n-_in 1=1i1-i&-m<><ieL.

6 We other states and actually, I had a

7 proposal that I mentioned that: Vermont has also some

8 interesting programs that increase awareness and increase

9 use of their distributed generation.

10 So anyway, there are all these models out there I

11 a n d  s o  I  j u s t you know, I don't: want to order you to do

12 i t , you know, unless I have to. But we gave you a lo t  o f

13 money I You could have taken a par son of that money and

14 j u s t  d o n e  o n e  o f  t h o s e .

15 So, I mean, I want a commitment. I would like

16 to see -- you know, you want; us to switch the money over;

17 give us a commitment that you are going to use the money

18 at least next year to do more than the pickle salesmen's

19 model .

20 MR a IVIAHRER : Chairman Mayes, Commissioner Newman,

21 sure you are aware that we filed in a separate docket

22 a program called the Community Power project where indeed

23 we are going directly to the customer with renewable

24 energy systems solar solar electric solar thermalI I

25 and we are exploring ways to perhaps be effective in that
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1 direct engagement with the customer, also to change some

2 of the economic paradigms, to remove the up-front costs I

3 to remove the operation and maintenance concerns that some

4 customers may have. And we hope t o learn a lot from that I

5 m be we will ~lQarn that; t:he;L:e Q!§3pplo8c€s that we

6 are par ticularly effective at.

7 COM n NEWMAN : And I don't want t o get into the

8 other case that we probably can't talk about here, but I

9 you know, I approve I think there are differences of

10 opinion, but I approve, for example, the program that

11 you're implementing in Flagstaff. That is one of your

12 test pilot things that I would like to see expanded, quite

13 frankly. And I don't and what I'm a little bit afraid

14 about that I mean, it will raise awareness in the place

15 that has pretty high awareness, Flagstaff, but, you know,

16 that could go anywhere. It:'s very expensive, by the way,

17 to do that. I'm a little bit -- I fear those costs.

18 What I want to say without stepping into the

19 other case is that I would like to see more of that but

20 not necessarily giveaways. And that is what you could be

21 doing . And I think that is what they are doing in

22 C a l i f o r n i a  a n d  N e w  J e r s e y  a n d  V e r m o n t .

23 Any comment, just as to my last question?

24 don't: want to wait three years for you to study Flagstaff

25 and how smart meters interact with 250 people in
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1 F l a g s t a f f . I would like to see this happen statewide

2 mean, that I'm okay with that experiment. And you are

3 i n  cha rge  . Buck stops with you.

4 MR. MAHRER : Chairman _Mayes, Commissioner Newman I

the buck prQbably-j.Qes-n' t stop with_J1L1e,- --just .;Lm Qase

6 anybody was concerned. But i n  t r u t h , you know, t he

7 paradigm that we are looking at, you know, today -- and we

8 have heard from several of the public commenter -- solar

9 photovoltaic remain an expensive option.

10 So in Flagstaff we have, you know, our pro sect

11 that i l l u s t r a t e s that there are costs . Likewise, you

12 know, we are talking about a residential market segment

13 that is not yet meeting all of our expectations, largely

14 because of costs.

15 So I  think over  t ime we are hopeful  that the

16 costs will come down. T h a t  w i l l  h e l p  a n d  g i v e  u s  n e w

17 opportunities. There are exciting market entrances, like

18 Sur Run and Solar City, that are shit ting how those costs

19 are allocated and how they are distributed over time.

20 And I think that, you know, one of the comments

21 made here from Mr. Mayes was that we are looking at a

22 nascent market, and the residential market will shape

23 We will see exciting new changes, and trying to

24 predict exactly which button to push today to affect

25 five years from now is a difficult challenge.

5
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1 COM I NEWMAN : Thank you. I don't want t o belabor

2 this point, but you understand the direction where I'm

3 coming from in terms of disseminating more than

4 disseminating commercial. Thank you.

CHMN I ~MAYES : Yeall, -I t_1;i1r1_k ;1;_' §_ -pretty__c_Lear ._

6 t h a t A P S n e e d s t o f o c u s m u c h  m o r e o n i t s r e s i d e n t i a l

7 program. I m e a n , y o u k n o w , I d o n ' t t h i n k it c o u l d  b e a n y

8 clearer, and I'm going to continue to harp on that point

9 u n t i l I ' m  d o n e h e r e a t t h e C o m m i s s i o n . So just get ready

10 for that .

11 Here is what I want to do, Colleagues -- well I

12 Staff, we haven't really gotten to Staff.

13 Does Staff have any overall comments about the

14 item? I know you had commented earlier.

15 Mr. Oleo.

16 MR. OLEA : Just as a reminder, the order in front

17 of you doesn't say anything about schools. That is

18 S t a f f ' s c o m m e n t .

19 CHMN. IVIAYES: I know. I realize that. My

20 amendment is the only thing that says something about

21 schools; although, Commissioner Pierce has some several

22 amendments that he just dropped today that, while they

23 seem to mimic the language in my amendments, are radically

24 different from my amendment by vii Tue of change of one or

25 two words .

5
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1 I want to apologize to my colleagues who want to

2 move forward with this item today. I do too butI

3 Commissioner Pierce has offered several amendments today.

4 I don't think w e can move forward on those amendments

5 today . I d_Q think that as a _mmi_§s;L_Q1; ws need to talkC

6 about this issue of amendments being dropped on the day of

7 the vote .

8 So what I would propose to do is to take up the

9 amendment that Commissioner Pierce has on bifurcating the

10 It's not my choice. It's not my druthers, but I

11 do think we need to dispose of the PBI issue now, and then

12 obviously we will have to deal with the schools issue in

13 two weeks .

14 And again, I apologize to my colleagues. I think

15 some of you wanted to move forward with this entire item,

16 and then we will talk about the issues that I addressed

17 earlier at an upcoming Staff meeting.

18 Commissioner Pierce, do you want to move that?

19 COM. PIERCE: Madam Chair I, move item U-22

20 CHIVIN. MAYES: Okay . Item U-22 has been moved.

21 And, Commissioner Pierce, you have two

22 amendments well, I guess have you more than two

23 amendments I

24 Let me first say, I don't intend to -.- I don't

25 think we should move forward with anything besides frankly
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1 the amendment that you have that would bifurcate this

2 matter, and if you have a different notion, then I'm going

3 to move forward with the entire matter.

4 Let me get this on the record, Commissioner

5 Pierce

6 Do you agree with me?

7 COM. PIERCE: Right •

8 CHIVIN. IVIAYES: So all you would do is offer

9 Amendment No. 2?

10 COM. PIERCE: Madam Chair, if we are going to

11 take on the rest of the the PBI cap, then

12 that i s

13 CHMN I MAYES : Do you want to offer that one?

14 not a par titular f an of it, but do you want to offer it?

15 COM. PIERCE: I will if it doesn'tI I mean,

16 you can decide what you want -- whether -- I appreciate

17 that you are not; a f an.

18 CHIVIN. MAYES : But you want to offer it anyway?

19 COM. PIERCE: I will be offering these

20 amendments, and the other two obviously would not be

21 offered today, if this passes.

22 So Madam Chair II , move for Pierce Proposed

23 Amendment No. 2. This amendment will require APS to

24 provide notice to all schools in its service territory of

25 its proposal to classic y school pro sects as
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1 res ident ia l -d istr ibuted energy. Cer mainly APS's proposal

2 in  th is  regard is  known by many school  d istr icts  in the

3 Val ley,  but I 'm worr ied about some of  the d istr icts  that

4 might have f al ien through the cracks, such as some of the

5 .rural districjzs -1;.haJ: I -am acquainte-cL-w-i-1;.h a.;;d IE krlQw t-1;§.§-- -- -

6 other Commissioners are acquainted with.

7 That is the sum total of my amendment.

8 CHIVIN | MAYES : Comments from the company?

9 MS. SCOTT: Chairman Mayes, Commissioner Pierce I

10 we can certainly make this notice . My only concern is

11 I general ly when we are ordered to provide notice, you

12 give us actual language, and I have no problem drafting

13 something that provides not ice that we f i led this request

14 and to indicate when it would be coming back to the

15 Commission for open meeting.

16 I  j u s t with three days to get this out the

17 door, there i s not a lot o f time t o d o reviews and

18 rewri tes,  and I 'm not sure exact ly how from a pract ical

19 matter you would l ike i t handled.

20 COM. PIERCE: Well, i n the amendment i n the

21 middle of the paragraph i t says, "The Commission believes

22 that  APS shou ld  p rov ide  no t i ce  to  a l l  schoo l  d i s t r i c ts  in

23 i t s  serv i ce  ter r i to ry  regard ing  APS ' s  request  to  t reat

24 schoo l  pro jects  as  res ident ia l . ll

25 That's the notice t o the school districts and
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what that means, what residential means to the school

2 districts.

3 Do you understand what that means? Because we

4 have had quite a dialogue of what that may or may not

5 moan I

6 ms. SCOTT: I would have to say I'm a little bit

7 more confused now.

8 COM. PIERCE: I'm not sure how I would have

9 worded that because I'm not sure.

10 Ms. SCOTT: Would it be sufficient to provide a

11 letter to the school districts letter that stated

12 that this matter has been heard by the Commission, that it

13 will be taken up at the open meeting, whatever open

14 meeting you decide, and then to attach the supplemental

15 filing we made in this docket that lays this out?

16 Now, I can go as f at as, we have made, I believe I

17 three filings related to this ~~ maybe it's only two

18 but actually put the pleadings in there and send it to

19 them so they have the whole package. Would that be

20 sufficient notice? Again, I just want to make sure

21 whatever we do is

22 COM. PIERCE: I think a filing and a short

23 summary would be fine.

24 ms. SCOTT: Okay .

25 COM. PIERCE: There are issues that I think they
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1 would be interested in, but more than anything, I wanted

2 to see there is an opportunity for them to comment and

3 recognize that there might be something advantageous for

4 them .

MS- §COTT: Opportunity 'QQ 9~QnLmer;t and appeal: i~f~

6 they so wish, we can do that .

7 COM. PIERCE: Thank you.

8 CHIVIN. MAYES : And then are my colleagues in

9 agreement that we will hear this items in two weeks at the

10 security open meeting? If there is not agreement Qr that I

11 then we are going to move forward tonight .

12 COM. PIERCE: Madam Chair, I presume that -- we

13 can presume that that is enough time. you

14 know, we at the Commission have been very cautious about

15 notice and making sure people have enough notice, and then

16 we can reasonably expect that they respond in that amount

17 of time.

18 CHIVIN. MAYES: Now that is a different dealI I

19 Commissioner Pierce.

20 What do you mean "reasonably expect:ed"? If you

21 don't get feedback, then you would try to push this off?

22 Is that what you are saying?

23 COM. PIERCE: Well, Madam Chair, what I'm saying

24 is that I want reasonable I think we should want to

25 have a reasonable response period. I would hope thatI

5
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1 yes, we could do it. It's my intent that if this is

2 we've fulfilled our obligation with notice, then, yes, ~we

3 should be back here at the securities open meeting.

4 CHIVIN. MAYES: So you won't seek to push this off?

COM _..-_PIERCE : No I

6 CHMN. IVIAYES: Okay .

7 COM. PIERCE: I mean, that's correct.

8 CHIVIN. IVIAYES: Okay . Commissioner Newman.

9 COM U NEWMAN : Thank you, Madam Chair, and this is

10 collegial stuff, should be collegial, and, you know, I

11 respect Mr. Pierce's notice requirement.

12 I mean, there are deadlines here . I wish I could

13 have done this today. This was more than a full raising

14 of all the issues. A n d  I k n o w f o r a f act I know for a

15 f act I did not personally contact all the school

16 districts, but I know when I found out about the magnitude

17 o f these cases, that I let school boards I let everyone

18 in the education community know about this that I knew was

19 i n t h e n e t w o r k , i f y o u  w i l l , f r o m t h e s c h o o l b o a r d

20 associations, teachers union to you name it. I know that

21 this is on people's list.

22 So, mean, I want to -- in the spirit of

23 collegiality and due process, I want to make sure -- go

24 overboard in trying to help a colleague to pass something

25 that has to do with notice and due process, but with the
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1 judge ' s with the admonition that came from the not

2 admonition, but ser t of ruling that the judge had in the

3 case, plus I know my own error ts and probably the C1'1air ' s

4 error ts, I can't imagine a par Ty that wasn't noticed about

h:i.s.

6 So I don't want to, you know, vote no and risk

7 non collegiality and I want to be able to still call this

8 Commission the cooperative corporation commission -- or

9 cooperation commission, as I would like to call it, and

10 try to support this, but I really think this needs to be

11 done as soon as possible. And I would not want to see it

12 delayed more than two weeks at the next securities

13 meeting | And, you know, I hope that everyone respects

14 that as well, because this is very, very important to the

15 school constituencies.

16 ms. SCOTT: Chairman, could I just responsible to

17 the notice issue?

18 CI-IIVIN. MAYES : Yes.

19 ms. SCOTT: My intention was to provide notice to

20 all of the schools from the procedural order in the

21 Solar city docket. I do not believe that includes teachers

22 unions and those kind of things.

23 COM I NEWMAN : I think it should be.

24 MS. SCOTT: And if it requires more than the list

25 that we have been providing notice to through Solarcit:y I
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1 frankly I'm not sure how long it will take to gather all

2 o f that information. I t could

3 So if it's the list that the hearing officer

4 ordered in Solar City, which is 17 pages of two columns of

5 school i s_i;~;t;;L C~1; Ls _ ;;__him our_ sgrvigglzerrijgor and in the

6 rural areas, it's doable within a couple of days.

7 more than that, honestly, I just don't know how we gather

8 all that information up

9 CHMN 9 IVIAYES : Well, and I was worried about that I

10 too . Commissioner Pierce's amendment says "all school

11 districts in your service territory. ll

12 So I guess what APS is telling us is you don't

13 necessarily have that at your finger tips.

14 Ms. SCOTT: Again, what I have is

15 CHMN. IVIAYES: Well, I know what you have.

16 Is that all of the school districts in your

17 service territory?

18 MS. SCOTT: Sitting here today I can't tell you

19 that for sure. They are from little towns all over the

20

21 But again, this came from the Hearing Division

22 and not from APS I don't know what the answer of that, so

23

24 COM . NEWMAN : Madam Chair, to this point

25 don't: want to break in on Sandra but I mean it is
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1 f fairly simple. All the school districts and then you have

2 to notice school board associations. They will know

3 these people work in the education industry there is an

4 incredible network of teachers and school board officials

e; ll Qv@;-; i s -And thQy;Q ggngxa l know. know

6 because I actually called them to let them know that these

7 cases existed. So they will know already.

8 So I can't believe that APS would not know.

9 mean, Mr. Schultz has made a big deal of consolidating all

10 the school boards all over the state . He her mainly knows

11 the number of school board associations .

12 So what is the big deal? Just call the education

13 community. notice them. We don't have to give you

14 specifically the ...- just notice them.

15 MS. SCOTT: Chairman Mayes, Commissioner Newman,

16 it's not that it's a big deal. It's three days to get the

17 job done.

18 COM I NEWIVIAN : I understand.

19 ms. SCOTT: That i s what concerns me.

20 Counsel for Solar city just told me that the list

21 is all of the school districts in the state.

22 CI-IMN. MAYES : Okay . Well, then you are good.

23 Okay . So that is doable.

24 Commissioner Kennedy.

25 COM. KENNEDY: Thank you, Madam Chair.
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1 I don't see Mr. Hogan here I think he is

2 gone but he represents ASBA and AASBO, and I think

3 r ight here in the letter  it  states that they are in fu l l

4 support I They have been notified. I believe this

5 Qrde1;:Lng_pa.r;;g_r_a_rM_ h a _s bee8u_£ u l f i l l < a n < i ; L l the

6 stakeholder have been notified right here.

7 COM l NEWMAN : I think you are right.

8 CHMN. MAYES: Good point, Commissioner Kennedy.

9 okay . Well, Commissioner P i er ce , w i th that, do

10 you recognize that then satisfies your amendment?

11 COM. PIERCE: No, actually, Madam Chair.

12 appreciate that there is a letter from

13 CHIVIN. MAYES : No, the Solar city list.

14 COM. PIERCE: Oh, I'm sor ry . Yes, the Solar city

15 l i s t , yeah, I was pleased that because I th ink the

16 amendment calls for in their service territory. But i f

17 you want send that off, I mean, honestly I thinktO

18 think it  tees it  up for  school d istr icts in  the future to

19 b e  t h i n k i n g  a b o u t i t  e v e n  i f t h e y  b e c o m e  p a r  t  o f t h e

20 production-based incentive. SQ I would like them to be

21 thinking about it.

22 CHIVIN. MAYES: Commissioner Kennedy.

23 COM. KENNEDY : Madam Chair, Commissioner Pierce I

24 is there a district that you know of that did not get

25 n o t i f i e d ? Is that really the concern?
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1 COM. PIERCE: Well, I guess the question would

2 be, do you know that all districts have been notified?

3 That is the question. And I don't believe

4 answer that. I suspect they have not. I suspect a

Maj o 1; ;L Ty Qt -t he m a r;e- notaware o f ugh s -p;;Q<;e;<:i,i n q S o

6 that is the is where I'm coming from.

7 COM » K E N N E D Y  : Well, my opinion, I think they

8 have . I  j u s t  t h i n k  w e  a r e  s e n d i n g  t h e  c o m p a n y  o u t  t o  d o

9 double duty, but okay.

10 CHIVIN. IVIAYES : Thank you, Commissioner Kennedy.

11 All right. Let me ask Staff this. Basically if

12 w e Commissioner Pierce's amendment would separate out

13 schools from the PBI order i n front o f us, what that means

14 as a practical matter for our Staff is that Staff would be

15 then required to go back and write another order for

16 two weeks from now on the schools' issue specifically,

17 correct and then all the Commissioners who have offeredI

18 amendments would be required then to reform their

19 amendments t o the new order?

20 MR. OLEG: Yes Madam Chair Commissioners andI I I

21 that would be my understanding.

22 A n d  b a s e d  o n  M r . W i l l i a m s o n ' s s c h e d u l e b e c a u s eI

2 3 h e  w i l l  b e  o u t  o f t o w n  f o r  a  w h i l e , w e  a r e  g o i n g  t o  t r y  t o

2 4 g e t t h a t  o r d e r  t o  y o u  b y  S e p t e m b e r  2 n d , b e c a u s e  h e i s  g o n e

2 5 o f  t e e  t h a t  u n t i l  p r e t t y  m u c h  u p  t o  t h e  o p e n  m e e t i n g  d a t e
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1 of September 10th.

2 And I don't know i f Ms. Alward has a different

3 concept on the process, but we would plan on writing what

4 we will call a supplemental memo and supplemental order to

5 What@Y@ YQU-P§§§_§0QaY;
6 CHIVIN. MAYES: Ms. Alvaro, does that sound about

7 right?

8 MS 1 ALWARD : Chairman, commissioners, yes, I

9 think that and your point that the amendment then would

10 conform to the proposed order that Staff files, they would

11 just have to change where they are going to be inset Ted if

12 the Commissioners wanted to amend what Staff recommends.

13 CHMN. MAYES: Okay . Great .

14 All right. So, Commissioner Pierce, have you

15 offered your amendment?

16 COM. PIERCE: I did.

17 CHIVIN. IVIAYES: Do we have any other questions

18 about it? No.

19 Madam Secretary, please call roll.

20 MADAM SECRETARY BERNAL : Commissioner Kennedy.

21 COM U KENNEDY : No.

22 IVIADAIVI SECRETARY BERNAL : Commissioner Stump.

23 COM. STUMP: Aye .

24 IVIADAIVI SECRETARY BERNAL: Commissioner Newman.

25 COM I NEWMAN : I think I explained my vote in my
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1 last statement, and I really do respect the rights of

2 every Commissioner to do what they think is the right

3 thing, and so I vote aye.

4 MADAM SECRETARY BERNAL : Commissioner Pierce.

~coM. PI ERCE: Le s 46 I 3 QE2~1i~§Q~i-at Q th e

6 opportunity though for us no one wants to delay.

7 typically feel like we should be able to move forward, but

8 I think that the opportunity for all school districts

9 for us to know they have been noticed is

10 extraordinarily imper tent. I appreciate the supper t.

11 I vote aye.

12 MADAM SECRETARY BERNAL : Madam Chair Mayes.

13 CHIVIN. MAYES : Well, before we get off the topic

14 of the schools and as I'm voting -- and I may -- I'll

15 probably put this in the form of a letter, but by the time

16 we get to the schools' issue in two weeks I would like

17 information from the company regarding what it plans

18 what it believes it would have to request in the form of

19 an increased tariff if we did not separate the RECS -- or

20 if we did not allow the RECS to count towards residentialI

21 why it would believe that, and an alternative form or an

22 alternative plan to allow -.- to allow the schools' RECs

23 not to count towards residential, i.e., some ser t of

24 spaced-out payment plan, if you will, if that is even

25 necessary I I'm not even sure it would be necessary
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1 because I believe there are going to be savings and

2 efficiency on the commercial side that probably will make

3 this whole issue a wash or it may simply never become a

4 problem 9

5 Does the ;1-oi ;Lour--head it -_;@-;;--- u_1t;cl@ r s t a n d  t 4 Q-;- _

6 Okay . And

7 COM I NEWMAN : Record reflects they nodded their

8 head .

9 CHMN. MAYES: And I vote aye.

10 So by your vote of four ayes and one no, you have

11 passed Pierce Amendment No. I guess it's 2.

1 2 And do you want to offer your PBI amendment I

1 3 Commissioner Pierce?

14 COM. PIERCE: Madam Chair, I move Pierce Proposed

1 5 Amendment No. 1.

16 And I really appreciate APS's handling of this

1 7 issue . They brought this to the Commission's attention

1 8 back in March. This issue has potential t:o really slow

19 down the deployment of distributed generation in Arizona.

20 And I like the production-based incentives over the

21 up-front incentives for three reasons.

2 2 First, PBIs are in reality the same as a feed-in

23 tariff, which have proven to be the quickest and the most

24 efficient way to incept the deployment of distributed

2 5 generation.
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1 Second, I like PBIs because they are much more

2 protective of the ratepayer than the up-front incentive.

3 The PBI system, like a feed-in tariff, incepts

4 performance. I f someone puts junk on the roof or they put

5 ~ a P~V syQt'e11L-_a1;-a-bad ~an_g§LeJ,o - QaLc:lL1;he- s11n'-s x i Qr-_;f-

6 the system breaks down in seven years, the PBI regime

7 holds the ratepayer harmless because the incentive is paid

8 only as the system performs.

9 I n contrast the UFI system exposes ratepayers to

10 paying for equipment that never works or breaks down

11 be fore  a l l the RECS are provided. APS even has a

12 provision in its Distributed Energy Administration plan

13 that says that they can continue to count all the RECS it

14 purchased if the UFI system stops performing or

15 underperform I call this the phantom electricity

16 provision.

17 The philosophy seems to be, APS paid for it I

18 therefore it must be working. Counting phantom

19 e l e c t r i c i t y  i s  no t f air to APS's customers who deserve

20 honest and transparent repot ting regarding success of our

21 renewable energy rules in producing distributed energy.

22 Finally, I like PBI because they mute disputes

23 over the level of incentive payment for off-angle systems .

24 Under a PBI the customer has the ult imate contro l . The

25 customer places the panels at whatever angle it wants and
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1 is rewarded as the panels perform.

2 So I  support g iv ing PBI incentives the type of

3 certainty that they need to work. I have always bel ieved

4 that we should treat al l  so lar PV systems equal ly and that

we. s.h.Q.J,,;1d no1;-di..§;;;;Lm.i-r;Q-t.e. be3:-w_§en--@§-ide1;1; ia1 syst ems and

6 commercial systems. But residential and commercial

7 systems provide ident ical ly  c lean e lectrons,  and I  bel ieve

8 we should begin to transi t ion al l  PV systems to a PBI

9 model .

10 Also,  as we consider tr ip l ing the guarantee for

11 PBI cost recovery,  I  think we should evaluate c losely the

12 r i sks assoc iated wi th var ious PBI  a l ternat ives,  which

13 presently including a 10-year recovery, a 10-year

14 production of solar, a 15/15 plan, a 10/20 plan, and a

15 20/20 plan. In par titular I 'm concerned with the 10/20

16 plan, that this imposes additional risk to ratepayers that

17 may no longer be appropriate now that we are talking about

18 220 million instead of 77 million.

19 I  th ink that i t ' s  appropr iate to  make tweaks in

20 the system as we move along, especial ly this one, to make

21 sure that  ratepayers  aren ' t  at  r i sk . If we need to move

22 to 220 mi l l ion,  I  don' t  th ink that a 10-year payout on a

23 system that is supposed to work 20 years is of value.

24 think it really puts ratepayers at risk That is why I

25 offer the amendment.

5
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1 CHMN. MAYES: Okay . Does the company have a

2 response to this?

3 MR. MAI-IRER: Chairman, Commissioner Pierce, we

4 made such a proposal in the past. We recognize the

Q; en;e_r;1; Lt-h;t om.m.;§-§ione_r P i §_r_c3_1'1as oleic r l b  i n I We have

6 no objections.

7 CHIVIN » MAYES : Okay . My v iew is  th is  i ssue should

8 be addressed in the implementation plan process. I know

9 that there are technologies that have issues with the

10 proposal. Ms. Glover has provided comments in the docket I

11 and I  would  prefer  that we deal  wi th i t  at  that t ime.

12 Commissioner Newman.

13 COM » NEWMAN : Madam Chair, I was going to do a

14 point of  procedure actual ly asking counsel  about this.

15 Because not only is i t  compl iance I  t h i n k  i t ' s

16 compliance I'm not sure I mean, counsel was the one

17 that brought up whether we are in a Rulemaking model

18 today, or what are we? I s t h i s a r e s o l u t i o n ? I t  has  I ' s

19 I  don' t  qui te understand that.

20 I t  j u s t I wanted counse l ' s advisement on

21 whether or not this is more l ike Rulemaking or because

22 i t ' s  worded  l i ke  a  reso lut ion to  Congress  i t ' s  no t

23 Rulemaking. It seems to me we shouldn't be considering

24 th i s  in  th i s  k ind  o f  p roceed ing  in  th i s  context ,  un less

25 i t ' s  rewri tten in some way.
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1 I also have concerns about the cost elements of

2 the amendment, which I don't fully understand and I'm a

3 little bit afraid of, just voting or even understanding

4 how to discuss it because I haven't been fully briefed on

:Lt:

6 And I respect Mr. Pierce bringing this, but I

7 don't have enough information to talk about it. I also

8 have a concern that we might be breaking some ser t of

9 rule.

10 If counsel has any direction on that, that would

11 be helpful on that.

12 CHMN. MAYES : Ms. Alward.

13 MS 1 ALWARD : Chairman CommissionersI , on the

14 point of whether I think this is some Rulemaking or due

15 process issue, I don't see it.

16 COM U NEWMAN : And what is this? I s this a

17 your reading of it, because it has it it seems

18 like it's a letter written in first person from

19 Commissioner Pierce that when I vote for it it becomesI

20 we. You know this seems more like a resolution of one.I

21 MS | ALWARD : Chairman Commissioners I don'tI I

22 know

23 COM u NEWMAN : Okay . I t must have been how it's

24 marked.

25 MS • ALWARD : I didn't

ARIZONA REPORTING SERVICE I
www.az-reporting.com

INC I (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 O M Item No. U-22 8/26/2009
218

1 COM l NEWMAN : no, it must be how I'm reading his I

2 the remarks.

3 MS I ALWARD : Right • I didn't understand it to

4 be

COM 4 -J.\1EWMAN~ L No 9 NQ,

6 Now, on page 8, line 18, the deletion there a t

7 22.5 cents per kilowatt hour, that is what I'm referring

8 to as I don't understand that. And, I mean, I don't

9 really want to be forced to have to vote for this today.

10 Do you have do you know what that means?

11 CI-IIVIN. IVIAYES: Let m e can I interject here?

12 have got to take a break, another break for the coir t

13 reporter W e can come back and have Mr. Olea try t o

14 answer that question at tar the break. Okay .

15 (Whereupon, a recess was taken from 5:19 p.m.

16 until 5:33 p.m.)

17 CHMN. IVIAYES : Let's come back to order.

18 What we are ...- I'm going to just make a couple

19 procedural comments here, if Ms. Alward will allow me to

20 d o that .

21 First have a coir t reporter that cannot, we

22 really can't: stay past 7:00. We have staffers that really

23 can't stay much longer either.

24 So what w e need t o d o i s take care o f the item we

25 are o n now. What I want to do is let me just throw
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1 this out there take Trico next, try to do Trico

2 tonight | We may or may not get it done . If we don't, we

3 will spill over until tomorrow morning. We will come back

4 here at 9:00, and we will go until we get Trico down. And

i ;h1en1;11eA12s roLe case~M;i_l,L re SllII1& --QI1C-€ -we -Ar

6 Then I would propose -~ and this is

7 unfold lunate that we hold over Nos. 23 the green

8 power rates and Solar City's matter until the securities

9 open meeting. I know Mr. Hurley needs to get his client

10 back to talk about that.

11 But I don't see I don't see an alternative

12 here folks.I We I thought we could go later, but we

13 just cannot. We have to have a court repot tee here, and

14 we have to have Staff here and some of them have a bus toI

15 make . So that is just the reality of the situation right

16 now |

17 MS l ALWARD : Chairman, the only thing I would

18 suggest is that you just say that the Commission Staff

19 open meeting that has been noticed is not going to occur

20 this week.

21 CHMN. MAYES: Yes. The Commission Staff open

22 meeting is not going to occur this week, obviously. We

23 cannot be in 1,000 different places at the same time.

24 So, Mr. Rich, the situation is this, we are not

25 going to get, at this pace, to Solar City. We have a coir t
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1 repot tee that has to go home, l ike physical ly has to go

2 home . We have Staff that have to go home. And this

3 matter has taken all day.

4 So what we are talking about doing is putt ing the

5~ _jiQlarciJ;¥._ i1;enL_Q3ze;l;_;1n1;i.J__t;hi__se;:11ri.1;ies_open me§1;i11g_as

6 So we would do Solar city, the schools'  issue, and

7 the green power rates issue.

8 Do you want to talk to that issue?

9 MR. RICH: Chairman Mayes, Members of the

10 Commission t o the extent i t ' sI I know there was some

11 discuss ion ear l ier  about the poss ib i l i ty  o f  tomorrow

12 morning,  being able to adjourn unti l  that t ime to hear

13 that case,  to hear this case and presumably potential ly

14 others  • We car mainly would prefer that. I d o  h a v e

15 it 's  not your problem but  I  do  have a c l i ent  that  f l ew

16 ou t  f o r  th i s .

17 CHMN. IVIAYES: well, the reason

18 MR. RICH: But to the extent you can consider

19 t h a t and as we have been hearing over and over all day

20 today, t ime is,  you know, of the essence and continues to

21 be, par ticularly with Deter t Mountain High School.

22 CI-IIVIN. IVIAYES: Okay . But you have a proposal to

23 bifurcate your own matter, which I don't understand

24 But i f  you are even wi l l ing to  b i furcate your own

25 matter then i s time o f the essence that much?I
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1 MR. RICH: Chairman Mayes, Members of the

2 Commission, there are d i f f e r e n t there are two d i f f e r e n t

3 con t rac t s f o r two d i f f e r e n t school s w i th d i f f e r e n t

4 circumstances to where they are in the process, and we do

_5__belie3ze. _1:haL_ with_._J:e..gard- t;Q___ Ileserj;_J*AQ11n1;a_:i.n_Hj.gh__Sg;h o o  l

6 t h a t  m o v i n g  f o r w a r d  q u i c k l y  i s we did not ask to push

7 that one . We would l ike to stay on the same schedule, but

8 I do understand we may not have an option.

9 CHIVIN 9 MAYES : Yeah . Well, I  am being told

10 wel l , I  think, you know, Commissioner Pierce has an

11 amendment on Solar city. So i t  may go long as wel l . And

12 we have other cases scheduled f o r t h i s room tomorrow.

13 So i f  my col leagues I  don ' t  know what  my

14 col leagues want to do. I a m but one commissioner.

15 COM. PIERCE: I  l i k e  y o u r  i d e a .

16 CHMN. IVIAYES : Okay .

17 COM. PIERCE: I f  we  can ' t  s tay ton igh t .

18 COM NEWMAN : Madam Chair, I  go by your

19 d i r e c t i o n . Y o u  a r e  t h e  m o s t  e x p e r i e n c e d  a m o n g s t  u s  .

20 CHMN. IVIAYES: Wel l I don ' t know i f that i sI

21 saying much.

22 Okay . And I 'm sorry, Mr. Rich. I  a p o l o g i z e I

23 but , you know, we have taken as I  sa id, we have taken

24 a l l  d a y  o n  t h i s  m a t t e r . S o  I  d o n ' t  k n o w  w h a t  t o  s a y .

25 MR. RICH: We understand, and I  apprec iate the
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1 consideration. So we look forward to being back here as

2 soon as that can happen.

3 CHMN. IVIAYES: Okay . M e too.

4 All right. Where were we? Commissioner Pierce?

5 CQM. P1ERCE I 145; wantgg to make 3g;§_that

6 Staff is aware -- I know that Staff is aware -- that on

7 page 9, line 12 there is an additional strike of reference

8 to the 10/20-year PBI contract. And I just in my

9 amendment that you would make any conforming changes to

10 match that up?

11 MR. OLEG: Chairman Mayes and Commissioner

12 Pierce, I was going to bring that up In f act, the change

13 that I would propose would be to leave your amendment just

14 the way it is except for at the bottom of the first page,

15 we have page 8, line 18. We just change that to page 9

16 lines 12 and a half and 13. And the reason that would be

17 the only change we would make is because that is the

18 change to the ordering paragraph.

19 The change that you had proposed on page 8, line

20 18, you would actually not make that change because that

21 is Staff's recommendation. So that would stay the same.

22 But you would change it in the ordering paragraph, and you

23 would do that by just changing at the bottom of your page

24 again. So it would say page 9 instead of page 8, and

25 instead of line 18 it would say lines 12 and a half and
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1 13 I

2 COM. PIERCE: And, Madam Chair, I would make that

3 verbal amendment as outlined by Mr. Olea to my amendment.

4 MR. OLEA: And also, Madam Chair, to speak to

came w e_C m1n4J§s1oner ~NeyLn;an' s Que;;;Qr the; u p i;1 al; b e_f o r e

6 let t for break, the 22.5 cent per kilowatt hour for

7 10-year contract/20-year PBI incentive, that actually

8 comes from Staff's memo, and that was the recommended new

9 incentives rate for that type of contract. That is where

10 that came from.

11 COM I NEWMAN : A n d

12 MR. OLEA: And if you want the explanation as to

13 where that number actually came from, I will let

14 Mr. Will arson talk to that.

15 COM 1 NEWMAN : I ser t of need an explanation for

16 that . And I was I won't get into that other procedural

17 question that I asked before because I'm still confused

18 about it, to be quite honest with you.

19 MR. WILLIAMSON: Chairman Mayes, Commissioner

20 Newman, I think I can answer your question.

21 The numbers that you see here come straight from

22 APS's approved REST plan, and there are four different

23 options I You can have a 10-year contract, a 15-year

24 contract, a 20-year contract, or and this is the one

25 that Commissioner Pierce is proposing to strike you can
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1 have a contract where you get paid for 1 0 years but you're

2 required to provide your RECS for 20 years . And that was

3 the concern, that  that  is  a  r isk, that at tar they get paid

4 for the first 10 years, there is no incentive for them to

5 k 3;..;4g._J:;.e c au s_e _!;4€¥__ .134 y;_a1 r e ad§L_9 o t L4e-4r-money »

6 COM I NEWIVIAN : S o that i s i n contrast between the

7 PBI and the other incentive o r

8 MR. WILLIAMSON: These are a l l for PBIs but for

9 different terms. And this one is kind of strange that

10 it's not the same period of payment and RECS.

11 Everything else you have 10-year contract. You

12 get paid in 10 years, and you only give them 10 years '

13 w o r t h  o f  R EC S , s a m e  t h i n g  f o r 1 5  o r  2 0 . This one is kind

14 of  a  sp l i t . You get paid for the f i r s t 10 years, but

15 at tee that is over with and you have been paid, you have

16 to provided RECS for the next 10 years. That is the risk

17 to APS because there i s n o incentive for them t o continue

18 operating if the system breaks down of tar that because

19 they have already gotten paid.

20 COM • NEWMAN : How is this not procedural in

21 nature in changing the RECS?

22 MR. OLEA: Madam Chair and Commissioner Newman,

23 there is no change to the RECs . They currently have those

24 four options that were listed by Mr. Williamson. T h e  o n l y

25 difference is that they have different incentive levels I

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC | (602) 274-9944
Phoenix, AZ



E-01345A-09-0263 OM Item No. U-22 8/26/2009
225

1 b u t  t h e y  h a v e  t h e  1 0 - y e a r , t h e  1 5 - y ea r , t h e  2 0 - y e a r , and

2 the 20-year paid back in 10 years. They have that right

3 now |

4 COM U NEWMAN : Well, how am I supposed to have the

5____kn.Qwledge_.__Qf_J¢zhe1;her_J.;ha_t:__i s  g o o d  Q r  k ; a g l - Q r w h e t h e r  i t  ' s  a

6 major procedural change? I  m e a n , I  h a v e n ' t  b e e n  a d v i s e d

7 o n that .

8 MR. OLEA: Well i tI

9 COM • NEWMAN : W h i c h i s  o n e  o f  m y  r e a s o n s  f o r  n o t

1 0 w a n t i n g  t o  p r o c e e d  h e r e .

11 MR. OLEA: W e l l , i n  S t a f f ' s  m e m o  a n d  o r d e r  y o u

12 h a v e  f o u r  r a t e s  i n  f r o n t  o f  y o u  t h a t  S t a f f  h a s  s a i d  l o w e r

13 t h e  i n c e n t i v e  t o  a l l  f o u r  o f  t h e m . The only thing that

14 Mr. Pierce's amendment does i s i t removes one o f those

15 options »

16 COM I NEWMAN : A n d  d o  w e  h a v e  t o  d o  t h i s  t o d a y ?

17 why can't we do this in two weeks?

18 MR. OLEA: T h a t  i s  u p  t o  t h e  C o m m i s s i o n .

19 CHIVIN. IVIAYES: Commissioner P i e r c e .

20 COM. PIERCE: Y e s , I  w a s  g o i n g  b a c k  a n d  f o r  R h

21 with you.

22 Mr. Oleo, there i s a risk involved and there was

23 as these rules were written. But the risk is much greater

24 w i t h  w h a t  w e  a r e  p r o p o s i n g  t o  d o  h e r e  n o w , i s n ' t  i t ,  w i t h

2 5 e x p a n s i o n  o f  t h e  - . -  o n  t h e  n o n r e s i d e n t i a l  a n d  t h e
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1 commercial side? Much more three times the risk i n

2

3 MR. OLEA: Well there i sI

4 COM. PIERCE: Potentially if people select that

JS plan .

6 MR. OLEA : And I guess that all depends on how

7 you look at it.

8 The risk that was there before i s still there.

9 There is more money at risk now that you upped the level

10 from 7 7 t o 220, but I guess the risk i s still the same

11 risk in that a customer is basically telling APS, I will

12 keep my system operating for 20 years, but I want you to

13 pay me for i t i n 1 0 years. So of tar that first 10 years I

14 i f i t doesn't operate, then that energy i s not produced

15 anymore u

16 COM. PIERCE: Sure . And APS has proposed this in

17 the 2009 implementation plan, haven't they, that this

18 that that one of the four options be the hybrid be

19 eliminated?

20 MR. OLEG: And I'm not as f familiar with all that

21 as I should be. But I did hear APS just state that a

22 second ago, that they had proposed earlier on that that

23 option be actually taken out of their options .

24 COM. PIERCE: And, Madam Chair, it:'s as simple as

25 that . I don't know if this is a
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1 b e c a u s e  I  t h i n k  i t ' s  a  g o o d  i d e a . I t ' s  n o t  g o i n g  t o  b l o w

2 this deal.

3 CI-IIVIN. MAYES: Commissioner Kennedy.

4 COM U KENNEDY : Thank you, Madam Chair.

L~91.;Le-§-5~- 1t1~e~e-d~1;~Q t hank;-mL-n William&Q _b-ecausa -QL

6 t h i n k  h e  e x p l a i n e d  i t  c o r r e c t l y  f o r  m e .

7 B a s i c a l l y  I ' m  i n  o p p o s i t i o n  t o  t h i s  a m e n d m e n t I

8 and the  reason why is  th is  is  rea l ly  an  ear ly  payment

9 w i t h o u t  p e n a l t y . T h i s  i s  a  g r e a t  i n c e n t i v e  f o r  s m a l l

10 b u s i n e s s e s ,  b u t i t  i s  a  b a d , b a d  d e a l  f o r  t h e  r e s i d e n t i a l

1 1 customers of tar the test year.

12 This amendment a n d  m y  m o t h e r  w o u l d  k i l l  m e  i f

13 she heard me say this .... but the residential customers are

14 t a k i ng  a  g o o d  s c r e w I  d i d n ' t  s a y  t h a t .

15 CI-IIVIN. MAYES : Commissioner Stump.

16 COM. STUMP: Thank you, Madam Chair.

17 I  w i l l  h a v e  t h i s  q u e s t i o n  d i r e c t e d  t o  A P S  o r  t o

18 Steve, I suppose either o f you I  s up p o s e  A p s .

19 Do we know how it breaks out, how many people are

20 t a k i n g  a d v a n t a g e  o f  t h e  o p t i o n  t h a t  C o m m i s s i o n e r  P i e r c e  i s

21 adverse to versus the other options?

22 MR. IVIAHRER: Chairman Mayes, Commissioner Stump,

23 we do. Today we have both installed, reserved, and

24 p e n d i n g  p o t e n t i a l  r e s e r v a t i o n s ,  9 6  t o t a l  p r o j e c t s . 4 6 o f

25 those would f all under the mismatched contract, the 10/20

5
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1 option, PBI option.

2 COM. STUMP : And there were 9 6 total?

3 MR. MAI-IRER: 96 total 4 6 o f which are under thisI

4 option .

5 ~§;01v1 l S TUMS Ri ht; 1

6 CHMN u MAYES : And, you know, just I mean, I

7 was here . Commissioner Pierce and I were here the last

8 time this issue came up Obviously I think it's

9 needs t o b e studied some more. I opposed it the last time

10 i t came up Ms. Glover is in the audience.

11 have her come forward, but she opposed it the last time

12 because her technology would have been harmed by this

13 proposal I And I don't think we should be harming

14 technologies until we fully understand what it would mean

15 for everybody.

16 So if you want to deal with it in the

17 implementation plan, let's deal with it then, and we can

18 have a full vetting of it.

19 But you can offer your amendment, Commissioner

20 Pierce . I guess you have.

21 COM. PIERCE: I have .

22 CHMN. IVIAYES: Madam Secretary.

23 COM. PIERCE: Well do we need to vote on theI

24 amendment to the amendment that verbal?I

25 MS I ALWARD : No.
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1 COM. PIERCE: Nope . Okay .

2 CHMN. IVIAYES : Thank you. I think what we need t o

3 d o i s move on.

4 Madam Secretary.

1VIADAM SELCRETARY BERNALL; Ifrummi S s~i Q ne 1" K e rerm e rty , ~

6 COM U KENNEDY : Absolute ly  not .

7 MADAM SECRETARY BERNAL : Commissioner Stump.

8 COM I STUMP : I f  I 'm understand ing th is  correct ly ,

9 I  v o t e  aye .

10 MADAM SECRETARY BERNAL : Commissioner Newman.

11 COM I NEWMAN : I 'm not understand ing th is  at  a l l I

12 and I need  mo re t ime t o u n d e r s t a n d i t . And I ' m  a l i t t l e

13 b i t  f rus t rated  w i th  the  pos i t i on  o f  t read ing  water  on  a l l

14 of this during the day.

15 You know, these are very, very important issues

16 t h a t n eed t o be r e s o l v e d . I ' d l i k e t h e s c h o o l s t o be a b l e

17 to make this switch so we could make this happen. And t o

18 me th i s  i s  a  substant ive  change that  I  rea l l y  don ' t  fee l

19 comfort table o n  v o t i n g , b u t I c an ' t : a b s t a i n , so I v o t e n o .

20 MADAM SECRETARY BERNAL : Commis s i one r p i e r c e .

21 COM. PIERCE: Yes , j u s t f o r  a  moment , b e c a u s e  I

22 think i t  needs to be c lear ly understood that the

23 ratepayers are harmed by this 10/20. They get their money

24 o v e r 10 y e a r s , b u t t h e y  a g r e e t o  p r o d u c e power f o r 20 .

25 they don't, then who is harmed are ratepayers who have
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1 paid that out and have gotten nothing in return.

2 So this one is and we will get around to

3 finding this out, I guess, in the implementation plan, and

4 hopefully we get it well vetted and described i s one

5 ~1;h i~s~ Qme ljlglm3411: _-i i n t e n d e d -Q ; Q ; e Q Q - I Q ; § p a y e r §

6 in vast amounts, and so I vote aye .

7 1v1ADA1v1 SECRETARY BERNAL : Madam Chair Mayes.

8 CHMN. IVIAYES: Well, you are wrong, Commissioner

9 Pierce. Ratepayers are not harmed by this If you

10 believe that, then you believe ratepayers have been harmed

11 by our entire Renewable Energy Standard from the

12 beginning, including the Environmental Par folio Standard,

13 which has an up-front incentive, which also, you know, is

14 an early payment, as Commissioner Kennedy was saying.

15 So if you think that, then I guess you're opposed

16 to the Renewable Energy Standard or you think it's harmed

17 ratepayers somehow. It has not harmed ratepayers .

18 n o .

19 Okay . We will move on.

20 I have a number of questions on the underlying

21 item. I don't know that we have got time to get to all of

22 them, but, Ms. Scott or Mr. Maurer, could we go to page 1

23 of the Staff report dated August lath?

24 Are you there, Mr. Maurer?

25 MR. IVIAHRER : I'm o n m y way.
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1 I am.

2 CHIVIN. MAYES: Okay . How many of the projects

3 titled "received and pending" have occurred or will

4 occur do we know will occur this year? There are 16

_ _p1Qi.e.c;;a _;l:e$:§i3L§;1_jLn§l_ p_e4434114 :_ I mean~,~ ~there is _a

6 footnote that says I "New reservations through the

7 April 30th, 2008 nomination period. ll

8 Is there a chance that those pro sects will not

9 occur and will not take that money? And what is the

10 likelihood of that?

11 And the direction of my questions is, I'm

12 beginning to wonder whether there is really a problem in

13 front of us. I have always wondered whether APS basically

14 tied us up in a knot that we shouldn't be tied up in, but

15 go ahead.

16 How many of those pro sects are happening?

17 MR. MAHRER: Commissioner Pierce

18 CHMN. IVIAYES: Commissioner Mayes.

19 MR l MAHRER : Chairman Mayes, I apologize. We

20 have out of that 11 installed and operating projects.

21 CHIVIN. IVIAYES : Okay . So five have f alien through?

22 So f at five haven't happened?

23 MR. MAHRER : I'm sorry. No. There are in

24 addition 46 of those that are reserved.

25 CHIVIN. IVIAYES : I'm talking about received and
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1 pending right now, sir.

2 MR. MAI-IRER: Yeah .

3 CHMN. IVIAYES: It said 16 pro sects; how many are

4 done or happening?

5 MR MAHRER: c o;;mQn Mayes I ~an1~§ t 41~991LJL 1"-91 t o

6 link these numbers to -- cer mainly progress has been made

7 since Staff's repot t, and I would be happy to report back

8 the number of projects that were under that category that

9 are not operating and if any of those have f alien through.

10 CHIVIN I IVIAYES : Can you give us a ballpark figure?

11 Can Ms. Lockwood give us a ballpark figure or whoever?

12 MR. MAI-IRER: None of those projects have f alien

13 through to date. All continue to proceed as planned.

14 CHMN. MAYES : What does that mean?

15 MR. IVIAHRER : They are on schedule to be installed

16 and operating.

17 Chairman Mayes, Commissioners, projects that

18 apply for production-based incentives are given a one-year

19 timeline to fully install and operate their system. So

20 pro sects that are in that queue right now are meeting

21 their milestones and proceeding.

22 CHMN. IVIAYES: Okay . Well what are theI

23 milestones that they might be meeting?

24 MR ¢ IVIAHRER : Today within 60 days they must

25 submit a fully executed purchase agreement.
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1 CHMN l MAYES : How many of them have submitted a

2 credit purchase agreement?

3 MR. IVIAHRER : All of the ones, Madam Chairman,

4 that are in that queue have al l  submitted purchase

J-3 -agLJ;ee-ment s .

6 CHMN » 1v1AyEs 1 They have all done that?

7 MR. MAHRER : Yes.

8 CHIVIN. MAYES: Reserved and ins ta l l ed , those are

9 insta l l ed?

10 MR 1 MAHRER : Correct s

11 CHMN. IVIAYES: Okay . And  i n  d eve l o p m en t , 5 t o  1 0 I

12 how many of those?

1 3 MR I MAHRER : Chairman Mayes, Commissioners, the

14 in development pardon me and anticipated based are

15 inquir ies were two categories. We were try ing to ref lect

16 that we continuously hear from developers and hear from

17 our customers about their interests. And we were trying

18 a t  t h e  t i m e  o f  o u r  f i l i n g  t o  a n t i c i p a t e , i f  y o u  w i l l  - - I

19 think someone used the word crystal bal l  -- what types of

20 pro sects would come to fruit ion at the end of the year.

21 So f r a n k l y  t h o s e  n u m b e r s , the 5 t o  1 0  a n d  t h e 5

22 t o  1 5 , h a v e  m a n i f e s t e d  i n t o  m a n y  m o r e  p r o j e c t s than  were

23 even antic ipated at that t ime.

24 CHMN. MAYES: Okay . But those don't have cred i t

25 purchase agreements?
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1 MR | IVIAHRER : Those don't have reservations I

2 Those are the

3 CHMN. IVIAYES: They don't even have reservations?

4 MR I MAHRER : They have applied for a reservation

L_hu1;_ha;ze _man _beLen__appJ;Qy§;1 b§§;a_u§_e of ~£~;;Qnk ;ye t h e y a r e

6 the pro sects that add up to the $285 millic>n.

7 CHMN. MAYES: I'm sorry. What did you say?

8 MR. MAHRER: The projects in those categories are

9 the ones that add up t o the $285 million i n sum total 1

10 Clearly there are more in number than what is listed at

11 the bottom of the Staff's report here. Those are the ones

12 above our current authorization.

13 CHIVIN. MAYES : Okay . You know, I find your

14 explanation confusing, Mr. Maurer. I do, so I think some

15 supplemental information on that would be helpful .

16 You know, how many schools do you have that have

17 signed credit purchase agreements with you?

18 MR. IVIAHRER: Chairman Mayes, Commissioners, we

19 have two schools that have not only signed credit purchase

20 agreements but that are operating systems today under

21 production-based incentives.

22 We have one school with a reservation for

23 production-based incentive.

24 We also have two schools that have received or

25 that have one that has received and one that has
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applied to receive an up-front incentive for a smaller

2 system I

3 Additionally we have two that are beyond the

4 $77 million mark.

5 QHM1_ IVIAYES : Oka Q when~we~ wQ;§~Q§§liH9 with

6 the Solar city item there were pro sections of huge numbers

7 of schools.

8 I mean, how many schools do we think are going to

9 be replying this year? Will be in other words go

10 ahead .

11 MR I MAHRER : Chairman Mayes, you know, we are

12 listening to the market, just like we have had the

13 opportunity to today. We have heard from Mr. Bracamonte.

14 We have heard from Solar city. We understand that the

15 potential for school pro sects to amount up to maybe 13 or

16 more megawatts are the type of numbers we are hearing.

17 CHIVIN. MAYES : So you are not going to come back

18 in here at the end of the year and tell us that you

19 haven't used up all your commercial money and you haven't

20 used up all that $20 million, are you, or are you?

21 MR. MAHRER : It would Chairman Mayes, it would

22 car mainly not be our intentions. We would hope

23 CHIVIN. MAYES: Well, I know that is not your

24 intention, but what do you think?

25 MR » MAHRER : Well, there are several pieces here.
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1 There are there is a proposal in Staff's report to

2 reduce incentives. Many of the customers with requests

3 for reservation will likely need to amend those

4 reservations and projecting the outcome of what those

JL ecQno~m i;;s lo QS; like 11 nr] e~L kind ~Qf a l1e;ALi_n;;§n;;vQ ~ r aim e

6 may change the liabilities of some of those pro sects.

7 S o we would continue t o accept reservations and

8 approve reservations all the way up until the $220

9 million .

10 CHIVIN. MAYES : Do you know are you aware of

11 schools that have are getting ARRA money yet? Do you

12 know where they are in the process?

13 MR | MAHRER : Chairman Mayes, I'm not specifically

14 aware of any individual schools receiving ARRA money.

15 That would be a better question for them.

16 CHMN. IVIAYES: For them?

17 MR. MAHRER: For the schools.

18 CHMN. IVIAYES: Well, Ms. Lockwood, do you know the

19 answer to that question?

20 Ms. LOCKWOOD : Chairman Mayes, Barbara Lockwood

21 for Arizona Public Service.

22 I am aware of a couple of different things with

23 respect to the schools, and I think the primary funding

24 that has been referenced regularly is $20 million that is

25 potentially earmarked for the school f abilities board to
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1 go towards energy efficiency and renewable energy

2 projects.

3 To the best of my knowledge, that has not been

4 awarded to the schools yet, and I don't know what their

5~ ~sL;1:Le~cl1.L],e~ wQu l~d~b~e~,

6 CHIVIN. MAYES : We have no clue yet when that will

7 happen?

8 MS I LOCKWOOD : The proposals were submitted to

9 the Energy Office, and I know that they are assessing them

10 now and talking with the counterpart ties that could

11 potentially receive the funding. So the timing is really

12 not par ticularly clear

13 I will add that of that $20 million that is today

14 slated for the school f facilities board, only 30 percent of

15 that is intended to go to solar installation. The other

16 70 percent is intended to go to the energy efficiency

17 projects

18 CHMN. MAYES: Right U Okay . So there they will

19 be notifying you and us when that money comes through, the

20 school f abilities board.

21 MS » LOCKWOOD : Chairman Mayes, we have been

22 working with the school f abilities board, communicating

23 with them, and we will help them through the process.

24 They have yet to clearly define how they are going to

25 distribute the funding as is. So I'm sure we will be a
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1 par t of the process as it develops.

2 CHMN » IVIAYES : Okay . Mr. Maurer, going back to

3 page 1 of the Staff order, would I be correct in assuming

4 that the projects entitled "in development" or

5- !a.n1;icj_pa1;ed._hased__Qn__inquiJ:i_eslL_<:Qul;L_t;ak§L_mQn h o get

6 into the reservations stage?

7 MR. MAHRER: Chairman Mayes

8 CHIVIN. MAYES: Or to be signed for contract?

9 MR. IVIAHRER: Chairman Mayes, I would respond by

10 saying we have reservation requests that f Ar exceed what

11 is documented here in Staff's report in our hands today.

12 CHIVIN • MAYES : Okay . Well, when do you anticipate

13 these projects coming under contract?

14 MR. IVIAHRER : So if the $220 million authorization

15 were approved, we would process those reservations in the

16 upcoming nomination periods. Some of those pro sects, I

17 believe, are ripe for execution here in the near term and

18 some will take a little bit longer to develop.

19 CHMN 1 IVIAYES : C o u l d  y o u  b e  a  l i t t l e  b i t  m o r e

20 precise in writing by the time we -- well, actually, I

21 would like you to be more precise right now since we are

22 voting on this right now.

23 MR u IVIAHRER : Chairman, I do have details i n front

24 o f me. Let me orient myself on this page, if you will

25 give me a moment.
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1 That i s correct . So, Chairman Mayes, there are

2 two components to answer your question. The f i r s t  i s  the

3 moment that we have the additional funds and the

4 nomination period closes, those reservations have 60 days

5~ t:Q~ a c1ont,r a c t-~ar1r1 n rm m Q r e  l ; h a r L - & ( L - d a y' 9

6 CHMN MAYES : And we don't know how many of them

7

8 MR. MAHRER: It's too early to predict.

9 CHMN. MAYES: Okay . So of tee 60 days, I assume

10 you could report back to the Commission on how many of

11 those have signed contracts?

12 MR. IVIAHRER: We c e r  d a i n t y c o u l d .

13 CHMN. MAYES : Okay . I would expect you to do

14 t h a t t h e n .

15 Okay . I t h i n k we h a v e  m o v e d have you moved

16 t h e i t e m ?

17 C h a i r m a n  N e w m a n .

18 COM l NEWIVIAN : So the Trico folks know, I want to

19 be able to get to the Trico matter, but I find myself a

20 bit treading water with this whole issue. Your questions

21 were very right on in terms of something I would just call

22 n e b u l o u s  l

23 I mean, in development, anticipated based on

24 inquiries is a $93 million pot. We have heard testimony

25 today saying, you know, that not all of these projects
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1 will g o You  even , I t h i n k , a d m i t t e d  t o  t h a t . But I

2 don't: understand how you froze these funds back in April.

3 You have no idea whether that $93 million pot is

4 g o i n g  t o  b e ta ken  up , a n d  y o u ' r e  a s k i n g  u s to  make  a

~5 ~p~r~@114/ qui~c~k~g~u dgmenLabput h ;Ls An;:'Lr:LQLQnly

6 affect the residential model I mean, we are setting

7 i n t o  m o t i o n  a m m u n i t i o n  o f  R E C S f o r  r e s i d e n t i a l a n d  I ' mI

8 telling you, I just have a hard time believing this.

9 I  a m  a  p r e t t y  s e a s o n ed  g o v e r n m en t  p e r s o n .

10 don't: understand how you could know that that $93 million

11 was going to be used up in April or March, whenever you

12 gave us notice, even though it really wasn't on my screen.

13 I  a m  h a v i n g - - I  w a n t t o  h e l p I want to help

14 commercial development as much as I can, but to be honest

15 with you, I guess I don't believe in your models. I don't:

16 believe this model could be right . And how would you know

17 that it was going to be right back in March?

18 MR 1 MAHRER : Chairman Mayes, Commissioner Newman,

19 I think I can provide some clarity on that.

20 COM l NEWIVIAN : $ 9 3  m i l l i o n .

21 MR 1 IVIAHRER : Chairman Mayes, Commissioner Newman,

22 as of the time of this application we had fully committed
1

23 all $77 million of existing authorization. Additionally I

24 at the time we had $55 million of requests above our

25 authorization from the 2009 implementation plan.
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1 To date that sum total is $285 million.

2 the forecast. Those are reservations that we hold in our

3 hands today.

4 COM I NEWIVIAN : Over the 220? So you are saying

~5 t;he $ 6 *Lai~lli~on unless ' m ge~t~t in t i ;wr

6 should have let you complete. I'm sorry. I'm sorry to

7 interrupt .

8 You are saying 285, and all you are asking us is

9 just for a measly $220 million expenditure today. But you

10 are not -- you are sure that you are going to need it all?

Here we are in September. School board doesn't

12 have to really do all of its business, from what I

13 understand, because they have until 2010, although

14 December 2009, par t of the incentives closed down.

15 So you really think that the school f facilities

16 boards will divvy up all that money and that you are going

17 to need it not the school. This is for commercial.

18 So again, I just want to know, the $93 million

19 you never really gave an answer to the Chair, and I'm a

20 little bit wondering why we have to do this today. You

21 never said what is going to f all out . What is going to be

22 there? What is going to f all out? What is going to f all

23 out? Why do we have to transfer $220 million today?

24 MR. MAHRER : Chairman Mayes, Commissioner Newman,

25 I don't believe this discussion at this moment is about a
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1 transfer of $20 million.

2 Here we are talking about our authorization for

3 lifetime commitments under the production-based incentive

4 program 1

COM. NEWMAN : You have t oL' In sQ;:1ry I-1m sorry.

6 focus m e o n it.

7 MR. IVIAHRER: And again I will

8 COM. NEWMAN It:'s getting late in the day.

9 MR 1 IVIAHRER : Again, I would simply underscore, we

10 have existing projects and commitments and reservations

that are meeting all of their necessary timelines that in

12 sum total exceed our the ones that are preceding are

13 within our current authorization. We have interest from

14 the market that f Ar exceeds that $77 million.

15 We have proposed $220 million as a reasonable

16 authorization to take on those pro sects today.

17 help us exceed compliance through 2010.

18 COM. NEWIVIAN : And again, who is paying for that?

19 MR. MAHRER: The production-based incentives are

20 paid for through the RES.

21 MR. OLEA: Madam Chair

22 COM I NEWMAN : It's a tariff that has been paid

23 for by residential ratepayers?

24 MR. MAHRER : All ratepayers.

25 COM l NEWIVIAN : And you want me to tell the folks
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1 all over the state who are making minimum wage, just

2 getting by in this very hard economic times, that we have

3 to help Wal-Mar t achieve this extra incentive because that

4 is somehow going to help their bottom line?

5~ Ms 4 Q11 -l- Q ha~ir~ma;r1~ ~Ma y e s

6 COM • NEWMAN : Why can't I don't want a

7 lawyer's answer.

8 MR. IVIAHRER: Chairman Mayes, Commissioner Newman,

9 what we have put before you is a kind of a moment of

10 opportunity to reflect on Commission policy. In a sense,

11 now demand for the nonresidential program exceeds those

12 targets described by the RES It is an opportunity for

13 the Commission to speak as to whether or not they would

14 like us to exceed RES targets, and doing so would require

15 funding nonresidential projects with an authorization of

16 $220 million, is our proposal.

17 COM I NEWMAN : So that is why we get paid the big

18 bucks Madam Chair.I

19 CHMN. MAYES: And I appreciate your concern,

20 Commissioner Newman, and I think about this all the time I

21 too . And I will vote for this because I think we you

22 know, I support the commercial program.

23 What I'm having and I continue to have a problem

24 with i s that, Mr. Maurer, yes, you presented us, as you

25 said, with an opportunity, but it's an asymmetrical
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1 opportunity that also could potentially involve harming

2 ratepayers who would want to do distributed generation

3 down the road. And I don't l ike that at all because it:'s

4 completely asymmetrical, and it:'s given to us in the

~~i ~ c o~n1;ex 1; ~~Qf -a 41Lj. lj.~t:~¥~~~c:Qmp a144Lha;lbal j. e18J1a s n 01-. rt one ~

6 an adequate job of going out and pounding the pavement and

7 selling the residential solar program.

8 And I know that because I know what i s going on

9 in other states. So, you know, I'm going to vote for

10 this, but I'm going to spend the next year and five months

11 hounding you about your residential program that i s a

12 promise even i f i t 's real ly painful .

13 So I understand, you know. And frankly I would

14 like to know, you know, who some of these pro sects are .

15 am not going to sit here and say I'm anti Wal-Mar t, but

16 one o f the concerns that I have and I think you raised

17 i t , Mr. Maurer -- is , are we getting huge pro sects coming

18 in that are crowding out smaller pro sect? I wonder if you

19 care to respond to that.

20 Are you seeing that? That worried me somewhat.

21 MR. MAI-IRER: Chairman Mayes, you know, I guess I

22 would come at this from a point of, I think we are

23 pleased. We are seeing a wide range of pro sects some

24 smaller, some very large, some in the middle r e a l l y  a

25 broad variety. I think I mentioned already, almost 100
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1 projects and within those are good diversity.

2 CHMN. IVIAYES : So you don't think there are

3 there haven't been large pro sects that you are concerned

4 that are too large or nothing? You are not concerned by

i___an¥rh1i-ngl_-mnthing ca11gh1;-;:Q11r_eye r lay?

6 IVIR u MAHRER : Chairman Mayes

7 CHMN. MAYES : Like that is weird or maybe that is

8 too big or maybe that is too much money going to a For tune

9 500 company? I mean, really, nothing like that?

10 MR. IVIAHRER: Chairman Mayes, I would respond with

11 two components to my answer.

12 The first is, some of largest projects are the

13 ones with the greatest cer dainty of moving forward, real

14 commitments by entities that are fully committed to

15 distributed energy.

16 On the other hand I would say our 2010

17 implementation plan proposes to put a cap on the size of

18 projects that the program incepts. So there are two

19 f aceta to that.

20 CHMN. IVIAYES: I know that, and I appreciate that

21 proposal. I look forward to looking at it.

22 Commissioner Newman and then we have toI

23 COM • NEWMAN : Yeah . I guess I have to vote on

24 this today, and one analysis I just wanted to say, you

25 know, I mentioned Wal-Mar t because it was mentioned today I

ARIZONA REPORTING SERVICE,
www.az-reporting.com

INC ¢ (602) 274-9944
Phoenix, A Z



E-01345A-09-0263 OM Item No. U-22 8/26/2009
246

1 that Wal-Mar t serves in the loop. I imagine that they

2 are it's kind of frustrating not to know what pro sects

3 they are . We just have this graph of $93 million sitting

4 up there, and I have no idea where this money is going to

5. -_--aJ:1d--J;hen 1 -ha3L§1,;Q_ vote t:Q-.-iu.1;;p.le_ment it by--$-2.Q m_j,-l1ion.

6 But this does to keep it in perspective, which

7 we haven't mentioned this today, there is an element

8 l ike I mentioned before there i s an element of a l l th isI

9 that the big dogs always get to eat first in our society,

10 and they are eating first in our society, and we will have

11 to pick up the little people in the end, the people who

12 we're trying to make APS market to the million people out

13 there that they serve.

14 I really have a problem with this, but to put i t

15 in perspective ...- this is why I am able to vote yes

16 we are dealing with the greenhouse gas initiative. W e are

17 dealing with climate change. We are dealing with many

18 things with renewable energy. So in  a  sense ,  I  may end up

19 voting on this today, but I have a hard time using

20 residential money to prop up the big dogs

21 It seems like the same things always happen.

22 remember when we did deregulation in the legislature, then

23 the big companies got to utilize it all and they got

24 stipends, and the argument is that they create jobs for

25 everybody and so it all trickles down. But I don't'.
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1 You know, I believe that in the end this will be

2 right for improving the environment in a sense that we are

3 at least doing something, modeling behavior for society.

4 There is no doubt to me that there is some

~;5~ S orrLeLh in re a~l~ly~ s me Lai. ;:h~e r e Ls s Qng; h;;"g b a d about

6 this in a sense that I don't I want the solar industry

7 to prosper. I want these third-par Ty entities to work to

8 incentivize everyone, but right now I know that I would

9 have a hard time justify Ying this vote, a positive vote on

10

11 The only reason I would vote yes is because it's

12 doing something to affect climate change in a right way.

13 Because I don't think that it's necessarily f air that

14 these guys get to go so quick because they are so

15 knowledgeable and they have their energy deaf tees and APS

16 knows how to talk to energy deaf tees.

17 I'm struggling. And I really don't believe I

18 cannot believe that by December 30th that $93 million of,

19 quote/unquote, speculative projects will be completed.

20 So you are asking me to give away $20 million of

21 residential ratepayer money, and the only justification I

22 have is that this is okay maybe because we are doing

23 something about greenhouse gases and taking us off of

24 other energy sources that are more pernicious .

25 CHIVIN. MAYES: Well Commissioner Newman if II I
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1 could I know Commissioner Kennedy wants to go -- can I

2 just respond to that quickly?

3 COM l KENNEDY : Yes.

4 CHIVIN. MAYES: Here is why I think you should vote

5~ 1 I`.-;Lll,

6 I understand your concerns about it, and

7 obviously I have at ticulated some of those same concerns.

8 But it does more than, I think, just deal with greenhouse

9 gases. It also, I think, bolsters the whole solar energy

10 industry in Arizona and helps all ratepayers ultimately by

11 helping drive down the price of solar panels and solar

12 equipment.

13 And when you encourage an industry and you create

14 economies of scale and you drive down prices, then

15 ultimately, even if it's only indirectly, that helps

16 residential ratepayer, and it helps residential -- it

17 helps homeowners who want to put solar on their roof top.

18 Now, I agree with you. I t h i n k  w e n e e d t o  w o r k

19 on these issue in the implementation plan, and I think we

20 should have a workshop to think about these things and

21 really mold them through and really analyze some of these

22 n u m b e r s that is why I ask these questions on page 1 of

23 the Staff memo and really get into the weeds with these

24 companies about the commercial programs.

25 Commissioner Kennedy.

D
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1 COM v KENNEDY : Thank you, Madam Chair.

2 Madam Chair, Mr. Maurer, I think my math is

3 correct here U As I look at the received and pending, why

4 didn't APS just come in with a $50 million request rather

tJ:1arL~com_;Lng~ i n with the H MMO€I§ f Q I devQlQpm§Qt and

6 anticipated inquiries? Or was that just greed?

7 MR I MAHRER : Chairman Mayes, Commissioner

8 Kennedy, the answer is twofold.

9 When we forecast a PBI authorization of

10 $77 million, the expectation was that a variety of

11 technologies would come to bear, that we would see solar

12 daylight installations, we would see more solar thermalI

13 and indeed it was expected that $77 million in

14 authorization would get us to nonresidential compliance.

15 The vast majority of the projects that are

16 requesting incentives are photovoltaic projects. Those

17 require higher incentives, and therefore the authorization

18 needed to support photovoltaic projects is higher.

19 The reason the request included some of this

20 pent-up demand, if you will, was to ensure that we could

21 achieve compliance, not only in 2009, but because we're

22 midyear in 2009 we are already accepting pro sects that

23 will only come to bear in 2010.

24 So we had to consider both our 2009 and our 2010

25 requirements. We were simple trying to achieve compliance

5
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1 i n this instance t o show the Commission our i n tent to

2 receive compliance when the opportunity was afforded us.

3 COM I KENNEDY : Well Madam Chair Mr. Maurer,I I

4 couldn't you have in essence have come back; you could

5 haxml eq~ues1; edgnh Q 9 &4I1 ill :Lot A Ru d rBen cz0mebac l<;Az ith /Q11

6 know, your next group of developers, or as you put them,

7 received and pending? I 'm putting them in that category.

8 MR U MAHRER : Chairman Mayes, Commissioner

9 Kennedy, I think the answer is the market continues to

10 b r i n g  t h e s e  p r o  s e c t s , a n d  e v e r y  t i m e  w e  h i t  t h a t

11 author izat ion cap, we, of course I wil l  come to you and

12 request rais ing that cap.

13 We were already aware that we would have the

14 chance of  exceeding that author izat ion in this calendar

15 year . We did not want to have to come to the Commission a

16 second or perhaps even third time in one calendar year

17 request ing to  ra ise that author izat ion i f  the customer

18 demand fo r i n s ta l l a t i on  was there. We were simple trying

19 to exped i te th is  process to  be sure that the so lar

20 pro  sec ts cou ld  move f o r w a r d  o n  a  t i m e l y  b a s i s .

21 COM KENNEDY : Mr. Maurer I understand that butI I

22 you are talk ing about $285 mi l l ion total ,  and some of that

23 i s  i n  a  f o recas t . That is what I'm really I

24 looking at the --  I  see heads shaking and I'm looking

25 at the ant ic ipated base on inqui r ies ,  and there i s a
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footnote 5, and it says, "Forecast is based on

2 informational inquiries from customers or developers. ll

3 is right here.

4 MR. MAHRER: Chairman Mayes, Commissioner

5 __K nn Q at t:he__ lm of our agplicati n indeed that

6 customer interest was forecasted.

7 I am here reporting to you today that not only

8 was that forecast or not only do those forecasted

9 projects really come to bear as reservation requests, but

10 in need of requests exceed what is on that page

11 So they are no longer forecasts. Those are real

12 reservation requests that we have, and customers are

13 requesting us to approve those projects.

14 COM • KENNEDY : Madam Chairman, was this par t of

15 information that you requested an update on?

16 CHIVIN. IVIAYES : Yes.

17 COM I KENNEDY : Then I shall wait to see. Thank

18 you .

19 CHIVIN 1 IVIAYES : Okay . Thank you, Commission

20 Kennedy l We need to go ahead and vote the item, but

21 Mr. Oleo has a par ting word for us .

22 So what is that?

23 MR. OLEA: Madam Chair, Commissioners, and I just

24 want to explain something that may already be clear, but

25 this is more for the new commissioners because I am
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1 getting the impression that there may be a

2 misunderstanding on how this money works.

3 We have to remember that the money they are

4 asking for, whatever the amount is and I'm going t o say

5 s~ometl'1in9i1evp that T pvmhab l¥~ Q h m11 ii Ru ' 1- 93¥4 baL;t~

6 really doesn't matter if  it 's 220 or 500 million or if

7 it's 100 million, and here is why.

8 Because this is a PBI. It's a performance-based

9 incentive. So the very last column here it says I

10 "lifetime contract commitment." What that means is, you

11 are telling APS whatever, you know, amount you have -- if

12 you leave it at 77 million or make it 200 million or if

13 you make it 1 billion basically what you are telling

14 APS is over the life of these contracts, that you're

15 telling APS that they are going to be allowed to collect

16 over the life of the contract this much money, not in

17 one year. Not s o

18 So this $93 million that was being talked about

19 is 93 million probably over 20 years that they will have

20 to pay back to these customers as long as they keep this

21 plant running that they installed this year or next year.

22 So if  they don't get any contracts,  then they

23 will never spend the 220 million and they will never come

24 back to you. But as you were hear i ng from the i ndus t ry I

25 some of the industry prefer no cap so that they would
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1 never have t o come back. But if you would guarantee

2 whatever contracts they entered into, this Commission

3 would guarantee that they would get the rates to pay back

4 that amount.

~5 S n m3L~mi nd thecap rall;4j.o§sn4' t;~1nat4;e~1;~

6 What matters how much incentive do you want to provide

7 to the industry to go out and do these commercial

8 projects? It has nothing to do with the schools, just I

9 how much do you want to incept: APS to have these

10 commercial projects installed?

11 And so that amount at this point is $77 million.

12 And they have already got enough contracts signed up that

13 for the next 20 years they have to pay back $77 million.

14 So at this point they will not sign up anybody else

15 because you haven't given them that guarantee that they

16 will get the money to pay it back. And they won't sign up

17 anybody else until you give some kind of guarantee.

18 So they want to take it to 220 million. They

19 told you that they have at least requests for million.285

20 And so if they actually get those, they will be back here

21 requesting more money because they want a guarantee that

22 they can pay that back over the next 20 years .

23 So I want to make sure that we weren't: talking

24 about that at least the Commissioners didn't think they

25 needed the 220 million for this year.
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1 COM I NEWMAN : That is what I thought.

2 MR. OLEA: No. They need it for the next

3 2 0 years to pay i t back.

4 CHIVIN • MAYES : Right u

L ~ ~COM . MEWMAIl Ihank 444111 , Ma6.aIrLL2hajJ;, l \

6 appreciate that explanation because I actually was

7 confused. I do understand about the 20-year payout and

8 things like that, but it puts it in perspective.

9 And I also understand that I just put it in

10 term of greenhouse gases but it also helps us in

industry development. It creates jobs. It creates some

12 capitalization for other renewable developments. I do

13 understand that. I didn't want to be misinterpreted by

14 the industry who is listening to me right now.

15 I'm just struggling with these questions that I

16 get every day about, who is subsidizing this and why am I

17 paying this much on this tariff and am I really monitoring

18 this as closely as I need to? I mean, that is my

19 challenge as a commissioner.

20 CHIVIN. MAYES : Okay . We need to vote on this.

21 So we don't have any other questions, comments or

22 amendments.

23 Okay . Madam Secretary, please call the roll.

24 MADAM SECRETARY BERNAL : Commissioner Kennedy.

25 COM » KENNEDY : Madam Chairman, I'm not happy with
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1 the amount of the requested increase. I have been an avid

2 supporter o f solar and renewable energy pro sects.

3 really torn because I believe some are taking advantage of

4 the Commission's commitment to renewable energy

~5 M S  - A L I reg1;et to have n

6 interrupt, but it's our recollection at the table here and

7 checking with Shaylin that you have not moved the item as

8 amended •

9 CHMN. MAYES: Commissioner Pierce, did you

10 COM. PIERCE: I think the record will reflect

11 that I did, but I will move the item, Item U-22, as

12 amended 1

13 CHMN. MAYES : I don't think you did, but

14 COM. PIERCE: Well

15 CHMN I IVIAYES : As amended with your amendment?

16 MS I ALWARD : Well

17 COM. PIERCE: You are right.

18 CHIVIN. MAYES: You amended it.

19 COM. PIERCE: But that amendment f ailed.

20 CHIVIN. MAYES: No.

21 COM. PIERCE: Oh, my amendment. My amendment, I

22 will move the item as amended.

23 MS , ALWARD : None of us recalled so better safe

24 than sorry. I ordinarily don't like to interrupt at allI

25 but
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1 COM. PIERCE: Thank you. Sorry about that.

2 I moved i t a s amended now.

3 CHMN. MAYES: Okay . Madam Secretary, please call

4 the roll.

5 ~MADAMj ECPE TARY 8FIPNAT, 1 ~QQmmi_s~s~;Lo;;§r K Ann e C

6 COM | KENNEDY : I  d o n ' t t h i n k  I  n e e d  t o  r e p e a t

7 what I said, but just in conclusion, I'm going to vote a

8 very reluctant yes, but, Aps, you have been put on notice .

9 I vote aye.

10 MADAM SECRETARY BERNAL : Commissioner Stump.

11 COM. STUMP: Aye .

12 MADAM SECRETARY BERNAL : Commissioner Newman.

13 COM l NEWMAN : Yeah, just a brief explanation.

14 While I still have questions about reservations

15 and this whole thing that was discussed today and also

16 about, you know, how hard these numbers are, I'm balanced

17 n o w  t h a t  w e  h a v e  t o  c o n t i n u e  t o  h e l p  t h e s o l a r  i n d u s t r y

18 thrive in Arizona so they can be robust to meet the

19 demands of the population who want clean renewable energy.

20 And that goes to the greenhouse gas question; it goes to

21 the jobs question; it goes to the capitalization of this

22 industry question.

23 So I  v o t e  y e s  o n  t h i s , b u t I j u s t  w a n t  t o  r e m i n d

24 everyone in the room that of this incredible subsidization

25 that is going on by 1 million ratepayers and how they
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1 should be, you know, very, very happy that this exists.

2 You know, I would actually like to see more

3 incentivation or at least discussion of that but when weI

4 hear these hard numbers hundreds of millions of dollarsI I

5 ~A1;d it. was very~ hel fol to have

6 the explanation from Mr. Olga to ser t of understand that

7 this is a 20-year period, but, you know, I have to explain

8 this t o a lot o f folks and s o does Aps.

9 And no one ever writes about these things .

10 They -- so I do as two-thirds of the solar team who was

11 elected back in November, I support the solar industry and

12 I vote yes.

13 MADAM SECRETARY BERNAL : Commissioner Pierce.

14 COM. PIERCE: Yes i f I can for a moment I wantI I

15 to say that I support renewable energy and I support

16 adjustments in the REST implementation. I believe that

17 notion is compatible, and I understand the C1'1airwoman ' s

18 passion for what is important to her. But I passionately

19 support production-based incentives

20 My amendment was intentioned to deal with the

21 potential consequence, which is not apparent today but may

22 s u r f  a c e  i n  1 0  o r  2 0  y e a r s  d o w n  t h e  r o a d . So the question

23 I  h a v e  t o  a s k d o  I  r o l l  t h e  d i c e  n o w  a n d  h o p e  t h e s e

24 46 pro sects will perform of tar the 10-year payout?

25 In the final analysis I will support this item
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1 because I want commercial DG to continue to advance.

2 look forward to taking up this specific issue that I have

3 on the 10/20 program during implementation, so I vote aye.

4 MADAM SECRETARY BERNAL: Madam Chair Mayes.

5 Q3Mn_ MAYES: Wel1~,~ I car mainly apprec;iatg you

6 being passionate about something that has something to do

7 with the renewable energy, Commissioner Pierce, and I look

8 forward to working with you on this issue.

9 But I think as one of the people who helped write

10 the Renewable Energy Standard that one of the great things

11 about it was that it includes an implementation of it

12 afterward is that it includes a mix of mechanisms to do

13 And I would be pretty wary and I'm a little thrown

14 off by your suggestion that we move to a complete

15 PBI-based system.

16 Although, I am excited that you think that the

17 PBI is like a feed-in tariff. I agree with you on that.

18 So I look forward to your support in potentially

19 developing a feed-in tariff for the residential sector

20 down the road since you have noted your support for that

21 idea or perhaps a PBI-related mechanism for the

22 residential sector. I mean, w e haven't talked about that.

23 I don't know if it's feasible. But there are a lot of

24 other things that are contained within my amendment that

25 we haven't gotten to that we will deal with in a couple
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1 weeks that I think the company can try to explore to

2 stimulate the residential market.

3 So I  d o  t h i n k  t h i s o r d e r  i s i n  t h e  p u b l i c

4 i n t e r e s t , a n d  I t h i n k i t ' s  v e r y  e x c i t i n g  t h a t t h i s

5____p t icu1a_J;__§e_c_!;_or has developed the _way that it _1'1_§s . And

6 it shows that we were right a couple years ago that we

7 could do this that APS could do this and that we areI I

8 beginning down a path of making Arizona a solar energy

9 capital of the world.

10 I vote aye.

11 I  t h i n k  b y  y o u r  v o t e  o f f i v e  a y e s  a n d  z e r o  n a y s I

12 if I'm not mistaken, you have passed, at long last I

13 Item 22.

14 (TIME NOTED: 6:31  p .m. )

15

16

17

18

19

20

21

22

23

24

25
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